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ABSTRACT 


An  examination  is  made  of  the  factors  which  have  resulted 
in  the  emergence  of  Hawaii  as  a  tourist  destination  area. 

The  relative  importance  of  various  factors  which  tourists 
seek  in  the  destination  areas  they  visit  are  considered. 

In  turn,  these  are  compared  with  the  attributes  of  Hawaii, 
a  successful  destination  area. 

It  is  considered  that  the  characteristics  of  visitors  to 
Hawaii  are  similar  to  those  of  actual  and  potential  visitors 
to  other  Pacific  destination  areas.  Accordingly,  the  records 
of  the  Hawaii  Visitors  Bureau  are  examined  and  a  fairly  com- 
hensive  picture  of  Hawaii's  visitors  is  presented. 

The  fundamentally  important  role  of  air  carriers  in  the 
development  and  expansion  of  Pacific  tourism  is  discussed 
firstly  with  regard  to  Hawaii  and  secondly  with  regard  to 
other  Pacific  areas.  The  undesirable  factors  frequently 
associated  with  Hawaii  as  a  result  of  a  comparat i ve ly  high 
cost  of  living  and  a  "commercialized"  atmosphere  prevalent 
in  the  popular  resort  area  of  Waikiki  are  discussed  in  similar 
fashion. 

The  emergence  of  verti cal  1 y- i ntegrated  forms  of  business 
organization  in  Hawaii's  tourist  industry  is  of  prime  concern 
to  this  study.  A  number  of  the  major  large-scale  tourist/ 


residential  developments  now  underway  and  planned  in  the 
State  of  Hawaii  are  examined.  The  quality  of  such  devel¬ 
opments  as  well  as  the  nature  of  their  principals  are  of 
direct  interest  to  all  Pacific  tourist  areas  both  actual 
and  potential.  It  is  noted  that  air  carriers  in  particular 
are  becoming  increasingly  active  in  the  development  of 
resort  property.  The  significance  of  their  actions  in 
developing  such  property  and  of  their  role  in  promoting 
tourism  generally  are  considered  highly  important  to  the 
future  of  the  industry. 

After  considering  a  number  of  traditional  roles  which  go¬ 
vernments  have  played  in  the  promotion  and  development  of 
their  own  tourist  industries,  the  thesis  concludes  by 
by  recommending  further  measures  available  to  governments 
of  Pacific  (and  other)  destination  areas  which  seek  to 
expand  their  tourist  trade.  Such  measures  involve  neg¬ 
otiations  with  verti cal ly- i ntegrated  organizations  such  as 
those  now  appearing  in  Hawaii.  It  is  speculated  that  the 
growth  and  development  of  tourism  in  other  Pacific  areas 
may  be  markedly  enhanced  if  such  other  areas  are  able  to 
attract  large-scale,  verti cal ly- i ntegrated  resort  devel¬ 
opers  to  their  shores. 
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INTRODUCTION 


Before  considering  the  significance  of  current  developments 
in  Hawaii's  tourist  industry  to  Pacific  tourism  in  general, 
it  is  useful  to  examine  objectively  the  characteri s t i cs  and 
factors  which  visitors  seek  in  the  areas  which  they  visit. 
Accordingly,  the  findings  of  the  Pacific  Visitor's  Survey 
form  an  important  part  of  this  paper. 

The  strength  of  Hawaii's  position  as  a  highly  desirable 
vacation  area  is  examined  at  some  length  in  light  of  the 
findings  of  the  Pacific  Visitor's  Survey.  Its  emergence 
as  a  tourist  center,  the  continuing  strength  of  its  tourist 
industry  and  the  future  of  tourism  in  the  state  are  all 
appropri atel y  considered. 

Having  thus  established  a  profile  of  a  successful  destina¬ 
tion  area,  the  study  turns  to  its  main  focus,  that  of  con¬ 
sidering  the  importance  of  current  and  proposed  developments 
in  Hawaii  to  tourist  industries  in  both  Hawaii  and  other 

Pacific  areas.  It  is  noted  that  the  emergence  of  large- 

* 

scale,  vertically- integrated  organizations  and  the  develop¬ 
ments  which  such  organizations  are  now  undertaking  through¬ 
out  the  state  are  considered  to  be  highly  significant  to  the 
future  of  tourism  not  only  in  Hawaii  but  potentially  through¬ 
out  the  rest  of  the  Pacific  basin.  Accordingly,  the  nature 


The  concept  of  vertical  integration  is  defined  in 
Appendix  VI. 
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of  the  large-scale  developments  now  underway  in  Hawaii  is 
examined  at  length.  The  role  which  air  carriers  in  partic¬ 
ular  are  playing  in  the  development  of  new  tourist  facilities 
in  Hawaii  and  the  involvement  of  vert i cal ly- i ntegrated 
consortiums  linking  financial  interests  to  those  of  real 
estate  developers  and  air  line  or  other  travel  industry  con¬ 
cerns  is  found  to  be  typical  of  the  large-scale  "investor" 
now  active  in  Hawaii. 

In  expanding  upon  the  logic  which  argues  in  favor  of 
vert i cal ly- i ntegrated  forms  of  touri s t- rel ated  industries 
such  as  are  now  appearing  in  Hawaii,  further  emphasis  is 
given  to  the  important  role  which  air  carriers  play  in 
promoting  -  and  thus  expanding  -  tourism  in  the  destination 
areas  which  they  serve.  In  addition,  traditional  roles 
which  governments  have  played  in  expanding  their  own  tourist 
industries  are  discussed. 

The  composite  parts  of  the  tourist  industry,  including  travel 
agents,  wholesale  travel  agents,  carriers  and  those  organi¬ 
zations  providing  destination  services,  must  grow  and  develop 
in  proper  balance  with  one  another.  A  brief  discussion  of 
the  i n ter- dependence  of  these  component  parts  is  therefore 
considered  adequate  to  support  the  logic  which  argues  in 
favor  of  vertical  integration  within  the  travel  industry. 

Such  logic  is  also  supported  by  brief  reference  to  actual 
and  potential  situations  in  which  the  growth  of  various  seg¬ 
ments  of  the  travel  industry  is  inhibited  as  a  result  of 
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underdevelopment  in  other  sectors  of  the  industry. 

Recommendations  for  other  areas  in  the  Pacific  (and  else¬ 
where)  which  seek  to  develop  their  international  tourist 
trade  are  drawn  in  light  of  the  past, present  and  future 
development  of  Hawaii's  tourist  industry.  In  particular, 
and  most  importantly,  it  is  suggested  that  the  corporate 
interests  which  are  now  heavily  committed  to  the  future  of 
tourism  in  Hawaii  could  well  be  attracted  to  comparable 
commitments  elsewhere.  A  combination  of  traditional  go¬ 
vernment  incentives  (land  assembly  and  tax  incentives) 
should,  in  any  area  which  offers  most  of  the  amenities 
considered  by  tourists  to  be  important,  be  sufficiently 
attractive  to  verti ca 1 1 y- i n tegrated  tourist  industry  con¬ 
cerns  that  such  concerns  would  locate  in  these  areas. 

One  sector  of  the  travel  industry  considered  most  appro¬ 
priate  for  immediate  discussion  is  that  of  the  air  carrier 
fleets  of  nations  which  offer  the  greatest  number  of 
potential  visitors.  In  addition,  the  integrated  tour 
operators  which  are  now  beginning  to  vertically  link  such 
carriers  and  other  visitor  services  together,  would  offer 
much  to  any  area  which  seeks  to  expand  its  international 
tourist  trade. 

Large-scale,  vert i cal ly- i ntegrated  tourist  organizations 
have  now  emerged  in  Hawaii's  mature  tourist  industry.  It  is 
strongly  felt  that  such  concerns,  if  attracted  to  Pacific 
areas  other  than  Hawaii,  would  stimulate  an  immediate 
development  of  tourism  in  such  areas.  Most  importantly. 
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the  high  quality  of  visitor  amenities  which  such  organizations 
have  demonstrated  they  are  capable  of  providing  would  speak 
well  for  a  continuing  strong  tourist  industry  in  any  area 
fortunate  enough  to  attract  them. 

For  Further  Research: 

It  is  beyond  the  scope  of  this  study  to  assess  the  economic 
or  political  desirability  of  developing  a  tourist  industry 
in  any  particular  area.  Accordingly,  only  brief  reference 
is  made  to  the  economic  benefits  which  accrue  to  an  area  as 
a  result  of  expenditures  made  by  foreign  visitors.  No 
reference  is  made  in  this  study  to  either  the  political 
consequences  of  tourism  or  to  the  desirability  of  attracting 
foreign  investors  on  the  one  hand  and  foreign  tourists  on 
the  other  hand  to  any  particular  country. 

This  paper  presents  background  information,  logic  for  and 
illustrations  of  the  emergence  of  large-scale,  vertically- 
integrated  tourist  concerns  in  a  setting  in  which  tourism 
is  a  mature  and  well  developed  sector  of  the  economy.  In¬ 
teresting  sequels  to  this  research  could  be  drawn  by  anal¬ 
yses  of  the  roles  which  verti cal ly- i ntegrated  tourist  org¬ 
anizations  might  play  in  a  wide  number  of  Pacific  areas. 
Notable  among  such  areas  and  considered  appropriate  for 
early  development  of  more  advanced  tourist  industries  are 
the  Fiji  Islands,  the  Society  Islands  (Tahiti),  New  Caledonia 
New  Zealand, and  Australia.  Of  somewhat  more  remote,  but  none 
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theless  real  potential  are  many  other  island  groupings  in  the 
Pacific,  including  the  Marquesas,  the  Solomons  and  Tonga. 

Such  specific  studies  would,  of  necessity,  consider  the 


political  as  well  as  the  economic  implications  and 
bilities  of  developing  international  tourist  trade 
of  attracting  international  investors. 


des i ra- 
by  means 


CHAPTER  ONE 


Factors  Which  Have  Influenced  Hawaii's  Emergence  as  a 

Tourist  Center 


Long  a  buoyant  economy  characterized  by  expansion  in  most 
sectors,  the  State  of  Hawaii  has  witnessed  over  the  past 
two  decades  a  growth  in  the  tourist  industry  which  has 
outpaced  all  other  sectors.  A  major  shift  has  occurred 
from  the  pre-war  period  when  agriculture  (largely  sugar  and 
pineapple  growing)  played  a  dominant  role  to  the  present 
where  construction,  manufacturing,  the  activities  of  the 
Federal  Government  and  the  tourist  industry  now  represent 
the  foundations  of  the  state's  economy.  Figure  1  illustrates 
the  changing  patterns  of  Hawaii's  economic  structure  since 
1  940. 

The  principal  activities  which  have  been  classified  to  in¬ 
dicate  the  nature  of  the  state's  economy  include  sugar  and 
pineapple  growi ng  and  pro  cessing,  diversified  agricultural 
products,  facilities  for  services  and  accommodations  for 
visitors  (herein  referred  to  as  the  'tourist  industry'), 
diversified  agricultural  production  (from  flowers  and  plants 
to  beef  cattle),  and  Federal  Government  military  and  non¬ 
military  functions.  Construction  activity,  reflecting  the 
rate  of  expansion  and  replacement  of  the  fixed  physical 
improvements  employed  throughout  the  economy,  is  the  final 
activity  classified  for  these  comparisons. 

Collectively,  all  of  Hawaii's  economic  activities  have,  in 
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the  period  1940  to  1967  inclusive,  experienced  a  tenfold 
expansion  from  some  $235  million  to  more  than  $2.3  billion. 
As  noted  in  Figure  1,  most  expansion  has  occurred  since 
1  950. 

The  Hawaiian  composite  annual  growth  rate  has  averaged 
about  7.5  percent  during  the  past  decade  compared  with  an 
average  growth  of  4.0  percent  for  comparable  categories  of 
activity  for  the  United  States  as  a  whole. ^ 

As  mentioned  above,  the  shift  in  patterns  of  activity  with¬ 
in  the  Hawaiian  economy  has  been  largely  a  shift  from  ag¬ 
ricultural  types  of  activity.  In  1940  the  combined  value 
of  sugar,  pineapple  and  diversified  agricultural  products 
was  $136.6  million,  representing  57.4  percent  of  the  total. 
Although  value  of  comparable  agricultural  output  had  risen 
to  $375.3  million  by  1967,  this  total  represented  but  17.4 
percent  of  the  total  output  of  the  state's  economy  for  that 
year. 2 

Hawaii's  tourist  industry  has  led  the  economy  in  rate  of 
growth  since  1940.  Measured  by  level  of  visitor  expen¬ 
ditures  (other  measures  will  be  presented  subsequently  in 


1  Bank  of  Hawaii,  Annual  Economic  Review ,  1968  (Honolulu, 
Hawai i ,  1  968)  ,  p .  1 8. 

2  Ibid. 
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appropriate  sections  of  this  thesis)  the  importance  of  the 
tourist  industry  has  increased  35  fold  since  1940.  Vis¬ 
itors  spent  some  $420  million  in  1967  -  representing  18.2 
percent  of  the  total  state  economy  -  as  compared  with  $12 
million  in  1940  -  representing  5.1  percent  of  total  state 
economic  activity.^ 

Most  estimates  of  the  rate  of  growth  of  Hawaii's  tourist 
industry  which  have  been  made  in  past  have  proven  to  under 
estimate  the  growth  which  has  actually  occurred.  One  esti 
mate  which  forecasts  that  the  tourist  industry  will  expand 
its  present  18  percent  share  of  the  state's  economy  to 
about  26  percent  by  1975  may  well  prove  to  be  conservative 
The  same  estimate  predicts  that  Federal  military  and  civil 
ian  activities  will  account  for  approxi mately  one  third 
of  the  state  economy  by  1975,  being  the  only  sector  of 
greater  importance  than  the  tourist  industry.^ 

Preliminary  estimates  for  1968  would  appear  to  support  the 
notion  that  the  above  forecast  of  the  relative  importance 
of  Federal  Government  vs.  tourist  industry  activity  is 
highly  conservative.  Such  estimates  reveal  that  visitor 
expenditures  increased  by  some  25%  during  1968  to  a  level 
of  approximately  $500  million  while  Federal  Government 
defense  expenditures  (which  represent  by  far  the  largest 
portion  of  Federal  military  and  civilian  activity  as 


3  Ibid. 


4  Ibid. 


discussed  above)  increased  by  only  4.3%  to  approximately 
$ 6 1 0  million  in  1  9  6  8 .  ^ 

When  the  tourist  industry  accounts  for  as  significant  a 
portion  of  an  area's  economic  activity  as  is  found  in  the 
state  of  Hawaii,  it  is  logical  that  a  number  of  factors 
must  in  combination  render  the  area  a  desirable  -  and 
accessible  -  place  to  visit.  A  number  of  studies  have  been 
performed  which  have  attempted  to  isolate  for  purposes  of 
analysis  the  factors  which  are  of  most  importance  to  tourists 
in  their  selection  of  places  to  visit  off  the  Worth  American 
continent.  This  section  will  examine  the  results  of  what 
is  perhaps  the  most  significant  and  recent  of  such  studies. 

A  consumer  marketing  study  of  both  tourists  who  have  visited 
the  Pacific  area  (this  area  includes  all  states  of  nations 
and  island  communities  in  the  free  world  which  border  on  the 
Pacific  Ocean)  and  of  tourists  who  have  visited  other  areas 
but  not  the  Pacific  area  was  conducted  by  Travel  Research 
International,  Inc.  on  behalf  of  the  Pacific  Area  Travel 
Association,  the  National  Geographic  Society,  and  Time  mag- 
gazine  during  the  year  1  967. ^  The  study  was  intended  to  obtain 
and  to  classify  "current  attitudinal  information  useful  in 
promoting  Pacific  travel 

5  Bank  of  Hawaii.  Review  of  Business  andEconomic  Conditions 
Vol  .  13,  Wo.  12  (Honolulu,  Hawaii  ,  1  968),  p.  16. 

6  Pacific  Area  Travel  Association,  Pacific  Visitors  Survey 
(San  Francisco:  Pacific  Area  T ravel  Association,  1  967) 

7  Ibid. ,  p.  1 
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The  research  study  proceeded  with  three  distinct  steps:g 

].  Interviews  in  'depth'  without  a  structured 

questionnaire  among  50  identified  tourists  to 
the  Pacific  and  other  areas. 

2.  A  pilot  study  conducted  by  mail  with  a  structured 
questionnaire  (based  on  analysis  of  the  original 
'depth'  inquiry)  to  approximately  500  returned 
tourists  from  the  Pacific  and  Hawaii  to  test  sur¬ 
vey  content  and  the  representativeness  of  survey 
ret  urns . 

3.  A  final  mail-out  in  April  and  Hay  1967  to  three 
population  groups  listed  below  which  resulted  in 
2038  returned  useable  questionnaires. 

a.  U.  S.  tourists  to  the  Pacific  beyond 

Hawaii:  ....  1 296 

b.  U.  S.  tourists  to  Hawaii  who  returned 

without  travelling  further  in  the 
Pacific:  ....  4  3  8 

c.  1).  S.  tourists  to  Europe:  .  .  .  .  304 

Total  2038 


With  one  follow-up  used  among  non- res pondents  ,  the  final 
rate  of  return  for  the  above  three  surveys  combined  was 
70  percent. g  Only  those  aspects  of  the  study  which  are 
of  most  direct  concern  to  this  paper  will  be  discussed  at 
length  here.  The  major  findings  of  the  survey  are  sum¬ 
marized  in  the  appendices  to  this  thesis. -jg 


8  Ibid.  ,  p.  2 

9  Ibid. 

10  Appendix  IV. 
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a. 


Factors  in  the  selection  of  tourist  destinations: 


The  Pacific  Visitors  Survey  found  that  Pacific  tourists, 
while  seeking  a  variety  of  satisfactions  in  the  places 
they  visit,  are  essentially  motivated  by  the  same  factors 
sought  by  visitors  to  Europe.  It  will  be  noted  from  the 
data  contained  in  Table  1  that  visitors  who  went  only 
as  far  as  Hawaii  (termed  "H&R"  for  Hawaii  and  return)  diff¬ 
ered  to  a  noticeable  extent  in  several  respects  from  those 
tourists  who  went  to  the  Pacific  beyond  Hawaii  and/or  to 
Europe.  Those  who  visit  Hawaii  only  appear  to  be  more 
concerned  with  the  quality  of  their  accommodations  and  of 
the  climate  and  to  be  less  concerned  with  the  creations 
of  man  or  with  historical  or  family  ties  to  the  places 
visited. 

Apart  from  small  differences  accorded  some  factors  by  the 
Hawaii  and  return  visitors,  the  chart  shows  clearly  that 
the  twelve  factors  sought  by  tourists  fall  into  three 
fairly  distinct  groups.  The  four  most  important  factors 
are  as  fol  1  ows  :  -j  ^ 

1.  Warm,  friendly  people; 

2.  Comfortable  accommodations; 

3.  Beautiful,  natural  scenery; 

4.  Reasonable  prices. 

Wext  in  importance  is  another  group  of  four  factors: 


11  Ibid.  ,  p.  9. 
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Table  1 


RELATIVE  IMPORTANCE  OF  FACTORS  TO  TOURISTS 


Factor 

Area 

Very 

I mportant 
(%) 

Fai rly 

I mportant 
(%) 

Not 

I mportant 
(%) 

Warm  9 

P 

56 

39 

5 

Friendly 

E 

52 

40 

8 

Peopl e 

H&R 

60 

37 

3 

Comfo  rtab 1 e 

P 

53 

41 

6 

Accommodations 

E 

50 

39 

1  1 

H&R 

67 

31 

2 

Beautiful 

P 

50 

46 

4 

Natural 

E 

48 

41 

1  1 

Scenery 

H&R 

56 

42 

2 

Reasonabl e 

P 

42 

51 

7 

Prices 

E 

36 

54 

10 

H&R 

47 

49 

4 

At  tract i ve 

P 

36 

51 

13 

Customs  5 

E 

33 

51 

16 

Way  of  Li fe 

H&R 

30 

57 

1  3 

Good 

P 

34 

54 

12 

Cl i mate 

E 

28 

58 

14 

H&R 

59 

37 

4 

Beautiful 

P 

33 

51 

16 

Creations 

E 

36 

53 

1 1 

of  Man 

H&R 

17 

53 

30 

Outstanding 

P 

28 

52 

20 

Food 

E 

32 

49 

19 

H&R 

33 

53 

14 

Good 

P 

19 

40 

41 

Shopping 

E 

10 

40 

50 

H&R 

16 

44 

40 

Exotic 

P 

14 

44 

42 

Environment 

E 

5 

24 

71 

H&R 

15 

43 

42 

Historical  or 

P 

10 

26 

64 

Family  Ties 

E 

15 

18 

67 

H&R 

5 

22 

73 

Excepti onal 

P 

7 

31 

62 

Recreational 

E 

4 

32 

64 

Facilities 

H&R 

15 

44 

41 

P  -  Pacific 
E  -  Europe 

H&R  -  Hawaii  and  Return 


Source:  Pacific  Visitors  Survey  (adapted) 
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5.  Attractive  customs  and  way  of  life; 

6 .  Good  cl i mate  ; 

7.  Beautiful  creations  of  man: 

8.  Outstanding  food. 

and  finally,  the  least  important  factors  are: 

9.  Good  shopping; 

10.  Exotic  environment; 

11.  Historical  or  family  ties; 

12.  Exceptional  recreational  facilities. 

The  twelve  factors  cited  were  drawn  from  the  results  of  the 
fifty  preliminary  depth  interviews  conducted  with  indentified 
tourists.  Although  ranking  these  factors  may  tend  to  de¬ 
em  p  h  a  s  i  z  e  the  importance  of  the  latter  group  of  four,  it 
must  be  remembered  that  all  twelve  factors  are  of  some  import¬ 
ance  affecting  decisions  of  tourists. 

It  is  of  interest  to  note  that  "since  the  findings  show  a 
virtual  identity  in  basic  attitudes  toward  places  for  both 
the  Pacific  and  Europe,"  the  authors  of  the  survey  re¬ 
commended  that  campaigns  drawn  to  attract  tourists  to  the 
Pacific  area  should  be  drawn  along  lines  essentially  similar 
to  campaigns  which  have  proven  successful  in  attracting 
tourists  to  Europe.  ^ 

Although  as  mentioned  above,  the  tourists  surveyed  who 
travelled  only  to  Hawaii  appear  to  have  been  concerned  more 
with  traditional  "creature  comforts"  than  were  their  counter¬ 
parts  in  other  categories,  it  is  significant  that  the 


12  Ibid. 
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"Hawaii  only"  group  rated  the  same  factors  as  of  most 
importance  -  but  were  more  emphatic  in  doing  so.  It  is  also 
significant  as  is  noted  in  Table  2,  that  visitors  who  have 
been  to  the  Pacific  (1296)  were  almost  identical  in  their 
rating  of  "very  important"  factors  with  the  ratings  given 
such  factors  by  those  who  would  like  to  visit  the  Pacific 
area  on  their  next  trip  (702). 

All  destination  areas  in  the  Pacific  basin  -  regardless  of 
the  extent  to  which  their  tourist  industries  are  thus  far 
developed  -  must  consider  the  results  of  this  study  as  highly 
significant  -  particularly  since  the  "very  important"  factors 
of  previous  Pacific  visitors  coincide  so  closely  with  those 
who  would  like  to  visit  the  Pacific  area  on  their  next  trip. 
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Table  2 


FAVORABLE  FACTORS  -  RATED  “VERY  IMPORTANT"  BY: 


Would  like 

Current  Pacific  to  visit  Pacific 

visitors  on  next  trip 

(1296)  (702) 


Warm,  friendly  people 

56% 

56% 

Comfortable  accommodations 

53 

55 

Beautiful  natural  scenery 

50 

52 

Reasonable  prices 

42 

40 

Attractive  customs,  etc. 

36 

35 

Good  climate 

34 

36 

Beautiful  creations  of  man 

33 

28 

Outstanding  food 

28 

28 

Good  shopping 

19 

18 

Exotic  environment 

14 

1  3 

Historical,  family  ties 

10 

9 

Recreational  facilities 

7 

9 

Source:  Pacific  Visitors  Survey 
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b.  Attitudes  toward  areas  as  expressed  by  their  visitors: 


One  of  the  prime  objectives  of  the  Pacific  Visitors  Survey 
was  that  of  measuring  tourists'  attitudes  toward  each  of 
26  island  or  nation  members  of  the  Pacific  Area  Travel 
Association.  Tourists  participating  in  the  survey  were 
requested  to  select  from  two  check  lists  the  favorable  and 
unfavorable  factors  which  they  associated  with  the  partic¬ 
ular  country  or  area  concerned.  The  favorable  factors  were 
identical  with  the  twelve  factors  discussed  above  which 
were  found  to  be  important  to  varying  degrees  in  influencing 
the  decisions  of  tourists  to  travel  to  specific  areas.  The 
unfavorable  factors  were  essentially  the  opposite  of  the 
original  twelve. 

In  addition  to  associating  favorable  and  unfavorable  factors 
with  specific  destination  areas,  the  respondents  were  asked 
to  indicate  which  areas  among  the  ones  they  had  visited 
they  would  like  to  visit  again  and  which  areas  among  those 
they  had  not  visited  they  would  like  to  visit. 

The  ranking  of  individual  Pacific  and  European  destination 
areas  under  each  of  the  twelve  favorable  and  twelve  unfavor¬ 
able  factors  is  as  shown  in  the  appendix  to  this  paper. 

The  ratios  of  favorable  to  unfavorable  associations  app¬ 
licable  to  each  of  the  Pacific  and  European  destination  areas 


1 3  Appendi x  I . 
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are  summarized  in  Table  3.  In  addition,  the  favorable 
associations  per  visitor  and  the  unfavorable  associations 
per  visitor  are  averaged  for  all  destination  areas  as  shown 
on  Table  4  and  Table  5  respectively. 

It  is  significant  to  note  that  Hawaii  ranked  second  behind 
Japan  in  terms  of  favorable  associations  per  visitor  and  was 
ahead  of  all  European  destination  areas  in  this  respect.  On 
the  other  hand,  Hawaii  ranked  17th  (or  tenth  when  considered 
properly  from  the  bottom)  in  terms  of  unfavorable  associa¬ 
tions  although  it  was  higher  in  this  respect  than  all  but 
France  among  the  European  destination  areas.  If  France  is 
excluded,  it  is  noted  that  all  but  six  of  the  Pacific  areas 
received  more  unfavorable  mentions  per  visitor  than  did  the 
European  areas.  This  fact  is  emphasized  by  the  compara¬ 
tively  higher  ratios  of  favorable  to  unfavorable  associa¬ 
tions  received  by  the  European  areas  as  a  group  (refer  to 
Table  3).  The  overall  ratio  of  favorable  to  unfavorable 
associations  for  the  Pacific  areas  is  3.20  while  the 
corresponding  ratio  for  the  European  areas  is  5.42. 

It  would  appear  from  these  figures  that  Pacific  areas  as  a 
group  have  a  selling  job  to  do  if  they  are  to  be  associated 
as  favorably  (and  visited  as  frequently?)  as  European  areas. 

The  authors  of  the  Pacific  Visitors  Survey  emphasize  that: 

It  is  our  opinion  based  on  the  survey  results  that 
the  best  single  measure  of  a  destination's  success 
as  a  tourist  attraction  as  well  as  a  predictor  of 
its  ability  to  draw  new  visitors  is  the  proportion 
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Table  3  RATIO  OF  FAVORABLE  TO  UNFAVORABLE  ASSOCIATIONS 


Ratio  of  each 

Pacific  destination  Europe 


1 . 

New  Zealand 

7.17 

39.33 

Norway 

2. 

Aus  t ra 1 i a 

6.56 

25.00 

Luxembourg 

3. 

Japan 

6.38 

18.80 

Sweden 

4. 

Hawai i 

5.74 

1  7.62 

Austria 

5. 

Western  Samoa 

4.42 

16.41 

Denmark 

6. 

F  i  j  i 

4.38 

14.62 

Netherlands 

7. 

Thailand 

4.24 

14.16 

Swi tzerl and 

8. 

Hong  King 

4.13 

9.50 

Scot! and 

9. 

American  Samoa 

3.30 

9.00 

Ireland 

10. 

Alaska 

2.97 

6.52 

Portugal 

11. 

Mai  ays  i  a 

2.57 

6.50 

England 

12. 

Singapore 

2.52 

6.34 

Spain 

13. 

Republic  of  China 

2.48 

6.30 

Germany 

14. 

Cey 1  on 

2.19 

6.21 

Italy 

15. 

Tahiti 

1.98 

5.00 

Greece 

16. 

Okinawa 

1  .  76 

3.87 

Belgium 

17. 

Nepal 

1.69 

3.18 

Turkey 

18. 

New  Caledonia 

1.67 

1.51 

France 

19. 

Korea 

1  .  35 

20. 

Philippines 

1  .  20 

for  area  (total 

21  . 

Cambodi a 

1.17 

Average 

22. 

Indonesia 

1.08 

favorable  mentions  divided 

23. 

Macau 

.90 

by  total 

unfavorable  mentions): 

34. 

Guam 

.89 

25. 

India 

.  80 

Pacific 

3.20 

26. 

Vietnam 

.61 

Europe 

5.42 

Source:  Pacific  Visitors  Survey 
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Table  4  FAVORABLE  ASSOCIATIONS  PER  VISITOR  Table  5  UNFAVORABLE  ASSOCIATIONS  PER  VISITORS 
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Source:  Pacific  Visitors  Survey  Source:  Pacific  Visitors  Survey 


of  recent  visitors  who  would  revisit  it  or  would 
recommend  it  to  their  friends.^ 

A  comparison  of  Table  6  in  which  the  proportion  of  visitors 
indicating  a  favorable  recommendation  for  each  of  the  respec¬ 
tive  destination  areas  is  given  with  Table  3  in  which  the 
average  number  of  favorable/unfavorable  ratios  is  given  for 
each  area  shows  that  for  the  Pacific  areas  a  high  favorable/ 
unfavorable  ratio  has  a  high  relationship  with  desire  to 
revisit/willingness  to  recommend.  Hawaii  places  fifth  among 
Pacific  areas  in  terms  of  desire  to  revisit/willingness  to 
recommend  and  fourth  among  these  areas  in  terms  of  the  ratio 
of  favorable  to  unfavorable  associations.  Hew  Zealand  and 
Australia  place  first  and  second  respectively  in  the  ratio 
of  favorable  to  unfavorable  associations  and  third  and  fourth 
respectively  on  willingness  to  recommend  or  revisit. 


14  PATA,  Visitors  Survey,  p.  33. 
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Table  6 


WOULD  REVISIT  OR  RECOMMEND 
BASE:  PREVIOUS  VISITORS 


Pacific 


%  naming  each 

destination  Europe 


1 . 

Hong  Kong 

82 

89 

Denmark 

2. 

Japan 

82 

87 

Swi tzerl and 

3. 

New  Zealand 

80 

84 

Engl  and 

4. 

Austral i a 

78 

83 

Austria 

5. 

Hawai i 

74 

83 

Greece 

6. 

Thailand 

74 

80 

Portugal 

7. 

A1  as  ka 

72 

80 

Spain 

8. 

Nepal 

68 

77 

Italy 

9. 

Western  Samoa 

65 

76 

Scotl and 

10. 

Tahiti 

60 

76 

Sweden 

1  1  . 

Cambodia 

57 

75 

Germany 

12. 

F  i  j  i 

57 

75 

Ne the  rl ands 

13. 

Cey 1  on 

55 

75 

Norway 

14. 

Indonesia 

55 

64 

Ireland 

15. 

American  Samoa 

55 

63 

T  urkey 

16. 

Republic  of  China 

53 

59 

France 

17. 

Malaysia 

53 

57 

Belgium 

18. 

S i n  gapo  re 

53 

57 

Luxembourg 

19. 

Korea 

52 

20. 

India 

51 

21  . 

Vietnam 

41 

22. 

New  Caledonia 

40 

23. 

Philippines 

40 

24. 

Macau 

33 

25. 

Okinawa 

31 

26. 

Guam 

24 

Source:  Pacific  Visitors  Survey 
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c. 


Attitudes  toward  Hawaii: 


It  is  interesting,  considering  Hawaii's  past  success  as  a 
tourist  center  to  compare  the  favorable  and  unfavorable 
impressions  of  Hawaii  with  the  median  percentage  scores  such 
impressions  received  for  all  Pacific  areas  considered  as  a 
group.  Table  7  shows  the  median  percentages  of  favorable 
factors  associated  with  Pacific  destinations.  Table  8 
shows  the  median  percentages  of  unfavorable  factors  asso¬ 
ciated  with  Pacific  destinations.  Results  of  the  survey  are 
s ub- cl  as s i f i ed  for  Hawaii  between  tourists  who  travelled 
beyond  Hawaii  in  the  Pacific  area  and  those  who  travelled  only 
to  Hawaii  itself.  Table  9  presents  the  results  of  tabula¬ 
ting  the  favorable/unfavorable  impressions  of  those  who  trav¬ 
elled  beyond  Hawaii,  while  Table  10  presents  the  same  type  of 
data  for  those  who  travelled  only  as  far  as  Hawaii. 

It  is  interesting  to  note  that  Hawaii  scores  above  the  median 
on  all  of  the  four  factors  considered  to  be  most  important 
(refer  to  Table  1  )  except  "reasonable  prices".  It  is  consid¬ 

erably  above  the  median  for  the  other  three  factors  (Warm, 
friendly  people;  Comfortable  accommodations;  and  Beautiful, 
natural  scenery)  and  is  considerably  above  the  median  on  three 
of  the  next  group  of  four  factors,  (Attractive  customs  and  way 
of  life;  Good  climate;  and  Outstanding  food)  being  but  three 
percentage  points  below  the  median  with  respect  to  the  factor 
"Beautiful  creations  of  man". 
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Table  7 


MEDIAN  PERCENTAGE  OF  FAVORABLE  FACTORS 

ASSOCIATED  WITH  PACIFIC  DESTINATIONS 


Beautiful  natural  scenery  40% 

Warm,  friendly  people  34 

Exotic  environment  21 

Good  climate  20 

Attractive  customs,  way  of  life  20 

Comfortable  accommodations  17 

Good  shopping  14 

Beautiful  ere at  ions  of  man  13 

Reasonable  prices  13 

Outstanding  food  7 

Historical  or  family  ties  4 

Exceptional  recreational  facilities  2 


Desire  to  revisit  or  recommend  55 

Desi re  to  vi si t  ( non- visi tors)  18.5 


Table  8  MEDIAN  PERCENTAGE  OF  UNFAVORABLE  FACTORS 

ASSOCIATED  WITH  PACIFIC  DESTINATIONS 


Dirt  and  poverty  13% 

High  cost  of  getting  there  13 

Unsanitary  conditions  11 

Problems  with  language  9 

Not  enough  to  do  there  8 

Unpleasant  climate  7 

Poor  food  6 

High  prices  for  food,  etc.  6 

Lack  of  personal  security  3 

Red  tape  -■  visas,  shots,  etc.  3 

Too  commercial  2 

Rude,  unfriendly  people  2 


Do  not  want  to  revisit  or  recommend  45 

Do  not  want  to  visit  ( non- vi s i tors )  81.5 


Source  (both  tables):  Pacific  Visitors  Survey 
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Table  9 


%  who  ever  visited 

Number  of  days  spend  (median) 


+ 


Favorable  Factors 

% 

- 

Good  climate 

69 

+  49 

Comfortable  Accommodation 

48 

+  31 

Beautiful  scene ry 

68 

+  28 

Exceptional  recreational 
facilities 

29 

+  27 

Outstanding  food 

28 

+  21 

Warm,  friendly  people 

49 

+  15 

Attractive  customs,  etc. 

33 

+  13 

Exotic  environment 

29 

+  8 

Good  shopping 

22 

+  8 

Hi  stori cal /f ami ly  ties 

4 

0 

Beautiful  creations  of  man 

10 

-  3 

Reasonable  prices 

6 

-  7 

Visitors: 

Would  revisit  or  recommend 

74 

+  19 

Non-visitors: 

Would  like  to  visit 

24 

+  5 

Favorable  associations  per  visitor 
Unfavorable  associations  per  visitor 
Favorable/unfavorable  ratio 


HAWAII 

(TOURISTS  WHO  TRAVELED  BEYOND  HAWAII) 

96  (1250) 

4 


+ 

Unfavorable  Factors  %  - 

Too  commercial  30  +28 

High  prices  26  +20 

Rude,  unfriendly  people  1  -  1 

Lack  of  personal 

security  *  -  3 

Red  tape  -  visas,  etc.  *  -  3 

High  cost  getting  there  8  -  5 

Poor  food  1  -  5 

Unpleasant  climate  1  =6 

Not  enough  to  do  1-7 

Problem  w/language  *  -  9 

Unsanitary  conditions  *  -11 

Dirt  and  poverty  *  -13 

Would  not  26  -19 

Would  not  76  -  6 


3.94 

.69 

5.74 


*  =  less  than  .5% 

%  =  actual  percent  associating  factor  with  Hawaii 

*  =  diference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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Table  10 


HAW A 1 1 

(TOURISTS  WHO  DID  NOT  TRAVEL  BEYOND  HAWAII) 


%  who  ever  visited  100  (438) 

Number  of  days  spent  (median)  12 


+  + 


Favorable  Factors 

% 

- 

Unfavorable  Factors 

% 

- 

Good  climate 

85 

+  65 

Too  commercial 

28 

+  26 

Beautiful  scene ry 

82 

+  62 

High  prices 

25 

+  19 

Warm,  friendly  people 

72 

+  38 

High  cost  getting  there 

15 

+  2 

Comfortable  accommodation 

64 

+  47 

Not  enough  to  do 

1 

-  7 

Attractive  customs,  etc. 

44 

+  24 

Poor  food 

1 

-  5 

Exotic  environment 

43 

+  22 

Lack  of  personal  security 

1 

-  2 

Outstanding  food 

37 

+  30 

Dirt  and  poverty 

1 

-12 

Good  shopping 

36 

+  22 

Rude,  unfriendly  people 

1 

+  1 

Exceptional  recreational 

faci  1  i  ti  es 

33 

+  31 

Problem  with  language 

1 

-  8 

Reasonable  prices 

18 

+  5 

Unsanitary  conditions 

1 

-10 

Beautiful  creations  of  man 

17 

+  4 

Unpleasant  climate 

1 

-  6 

Hi stori cal / f ami ly  ties 

9 

+  5 

Red  tape  -  visas,  etc. 

- 

-  3 

Would  revisit  or  recommend 

83 

+  28 

Would  not 

17 

-28 

favorable  associations  per 

visitor 

5.40 

Unfavorable  associations  per  visitor 

.  74 

Favorable/unfavorable  ratio 

7.30 

%  =  actual  percent  associating  factor  with  Hawaii 


Source:  Adapted  from  Pacific  Visitors  Survey 
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It  is  interesting  to  speculate  on  the  extent  to  which  the 
results  of  the  survey  may  or  may  not  indicate  the  actual 
rank  order  in  which  tourists  consider  the  various  favorable/ 
unfavorable  factors  discussed  above.  One  may  wonder,  for 
example,  whether  a  factor  such  as  "good  climate"  may  not 
assume  much  greater  importance  than  is  indicated  in  situa¬ 
tions  wherein  all  other  factors  are  present  to  a  reasonable 
extent  but  a  "good  climate"  is  not  to  be  found.  One  may 
suspect  that  in  such  cases  an  absence  of  "good  climate" 
would,  in  spite  of  many  other  favorable  factors  being  present, 
cause  many  of  the  survey's  respondents  to  consider  other  des¬ 
tination  areas  in  preference  to  the  one  which  lacked  the  "good 
climate"  factor.  To  provide  for  all  possible  combinations  of 
unusual  circumstances  in  which  certain  of  the  factors  presented 
may  assume  disproportionate  importance  would,  for  all  prac¬ 
tical  purposes,  be  impossible.  Considering  the  complex  inter¬ 
dependence  of  all  of  these  factors,  the  rank  ordering  of  their 
importance  as  presented  is  probably  an  accurate  reflection  of 
their  actual  importance  in  "average"  situations  to  "average" 
peopl e . 

In  summary  it  may  be  said  that  high  proportions  of  tourists 
associate  Hawaii  with  every  important  favorable  factor  except 
"reasonable  prices"  and  "beautiful  creations  of  man".  Larger 
proportions  of  tourists  associate  Hawaii  with  inordinately  high 
prices  than  is  the  case  for  any  other  Pacific  area  except  Alaska. 

Profiles  of  favorable/unfavorable  factors  are  included  in  the 
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Appendices  for  some  of  the  other  Pacific  areas  included  in  the 
survey.-^  As  noted  above,  the  results  of  the  survey  may  not 
indicate  the  actual  rank  order  in  which  tourists  consider  the 
various  f avo rab 1 e/ unf a vorab 1 e  factors  appropriate  to  a  des¬ 
tination  area  in  all  circumstances.  The  fact  that  some  des¬ 
tination  areas  score  considerably  better  on  those  factors 
relatively  most  important  to  tourists  (refer  to  Table  1)  and 
the  relationship  of  such  favorable  associations  with  a  willing¬ 
ness  to  revisit  or  to  recommend  is  clearly  shown  on  Table  11. 
The  tendency  of  a  willingness  to  revisit  or  to  recommend  a 
destination  area  correlating  with  an  above-average  (median) 
rating  given  the  four  most  important  favorable  factors  is 
established  on  this  table.  Table  11  also  reveals  that  a 
number  of  Pacific  areas,  most  notably  Fiji,  Western  Samoa, 
Australia,  New  Zealand,  Hong  Kong  and  Japan  would  appear  to 
compare  very  favorably  with  the  state  of  Hawaii  in  terms  of 
their  potential  ability  to  attract  tourists.  Indeed,  as 
Table  11  shows,  these  latter  areas  all  place  above  the  median 
for  26  Pacific  destination  areas  on  the  four  factors  most 
important  to  tourists.  Hawaii  does  so  for  those  who  visited 
only  Hawaii,  not  for  those  who  travelled  beyond. 


15  Appendix  II. 
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Table  11  RELATIONSHIP  OF  MOST  IMPORTANT  FAVORABLE 

ASSOCIATIONS  WITH  WILLINGNESS  TO  REVISIT 
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Source:  Adapted  from  Pacific  Visitors  Survey 


d.  The  attributes  of  a  successful  destination  area: 


Although,  as  many  who  have  travelled  to  Hawaii  for  short 
stays  will  verify,  Hawaii's  climate  can  be  somewhat  dis¬ 
appointing  over  a  one  to  two  week  period  at  any  time  of  year, 
the  island  state  can  lay  legitimate  claim  to  having  what  is 
probably  the  most  consistently  perfect  climate  to  be  found 
anywhere  in  the  world  on  a  twelve  month  basis  -  assuming  (as 
would  not  be  true  for  all  vacationers)  that  sunshine,  fresh, 
unpolluted  air  and  moderately  warm  temperatures  are  desirable. 

Although  a  wide  variation  in  climatic  conditions  exi  st  s  amon gs t 
the  islands  which  form  the  Hawaiian  chain,  the  conditions  at 
or  near  sea  level  on  both  windward  and  leeward  sides  of  most 
islands  are  perhaps  best  described  as  idyllic.  Such  conditions 
are  typified  by  the  climate  of  the  capital,  Honolulu,  as  de¬ 
picted  by  the  figures  contained  in  Table  12-  Honolulu's  total 
average  annual  precipitation  is  but  24  inches  and  its  mean 
temperature  fluctuates  only  seven  degrees  -  from  71  degrees 
in  January  to  78  degrees  in  August.  And,  of  utmost  importance 
when  compared  with  other  tropical  and  semi-tropical  resort 
areas  both  in  the  Pacific  and  Atlantic  areas,  Honolulu's 
average  relative  humidity  is  58  percent  -  with  no  oppress¬ 
ively  humid  months. 

An  examination  of  weather  records  for  other  tropical  and  semi- 


16  H.  NcKinley  Conway,  ed..  The  Weather  Handbook  (Atlantia: 
Conway  Publications,  Inc.,  1  963)  p .  3S~. 
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LONG  TERM  WEATHER  CHARACTERISTICS 
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tropical  locations  in  both  the  Pacific  and  Atlantic  areas 
serves  to  point  out  the  climatic  advantage  which  Hawaii  has 
on  a  year-round  basis.  Whether  one  considers  rainfall, 
relative  humidity,  average  temperatures  or  freedom  from 
devastating  hurricane  or  typhoon  storm  conditions,  Hawaii's 
natural  advantages  are  portrayed  clearly  by  weather  statis¬ 
tics  which  compare  its  climate  with  that  of  other  locations. 
Such  statistics  are  presented  for  a  number  of  cities  in 
both  the  Pacific  and  Atlantic  areas  in  the  appendices  to 
this  thesis. It  is  interesting  to  note  that  the  average 
annual  precipitation  for  Suva,  Fiji  is  117  inches  (with  an 
average  relative  humidity  of  75  percent).  Corresponding 
figures  for  Papeete,  Tahiti  and  for  Wellington,  Hew  Zealand 
are  64  inches,  77  percent  and  47  inches  and  73  percent 
res  pecti vely . 

Temperature  and  rainfall  conditions  vary  widely  throughout 
the  state  of  Hawaii,  being  much  more  dependent  upon  eleva¬ 
tion  and  location  (windward  vs.  leeward  exposures)  than 
upon  season.  Most  of  the  populated  areas,  lying  near  sea 
level,  receive  between  20  and  30  inches  of  precipitation 
annually  with  average  annual  temperatures  in  the  mid-sev¬ 
enties.  Some  locations  in  the  state,  situated  only  a  few 
miles  inland  from  coastal  settlements  -  but  at  substantially 


17  Appendix  III. 
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higher  elevations  -  are  among  the  wettest  places  on  earth. 

Such  climatic  contrasts  are  depicted  by  the  figures  pres¬ 
ented  in  Table  13. 

Unlike  many  of  the  tropical  islands  in  the  Caribbean,  Hawaii 
is  endowed  with  a  variety  of  scenic  wonders  to  rival  any 
area  in  the  world.  From  lofty  peaks  to  palm- fringed  black 
or  white  sand  beaches,  the  variety  of  Hawaii's  scenic 
attractions  is  in  itself  a  major  inducement  to  tourists.  In 
addition  to  the  capital  island  of  Oahu  (refer  to  map.  Figure  2) 
three  other  large  islands  are  of  prime  concern  to  the  visitor. 
These  include  Kauai,  the  "Garden  Island"  with  a  land  area  of 
549  square  miles  near  the  north  west  end  of  the  chain,  Maui, 
the  "Valley  Island"  with  a  land  area  of  728  square  miles  near 
the  center  of  the  group  and  Hawaii,  the  "Big  Island"  with  a 
land  area  of  4,037  square  miles  at  the  south-east  corner  of 
the  chain. -j  g 

This  paper  could  well  be  devoted  to  a  lengthy  discussion  of 
the  scenic  wonders  of  the  state.  This  task  has,  however,  been 
performed  both  in  word  and  in  picture  by  numerous  authors 
since  the  island  chain  was  first  discovered  by  western  man.^g 
It  is  sufficient  for  purposes  of  this  paper  to  emphasize  that 
few  areas  with  climates  even  remotely  comparable  to  that  of 


18  Department  of  Planning  and  Economic  Development.  State 
of  Hawaii,  Data  Book  (Honolulu:  Information  and  Public 
Services  Office,  1968)  p.  66. 

19  The  bibliography  contains  appropriate  references  to  works 
such  as  those  of  Chegaray,  Czolowski,  Krauss  and  Michener. 
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Table  13  AVERAGE  TEMPERATURE  AND  PRECIPITATION,  SELECTED  AREAS  OF  HAWAII 
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1.  Only  1965-1967  records  available. 

Source:  Environmental  Science  Services  Administration,  U.  S.  Weather  Bureau, 

Honolulu,  Hawaii.  Weather  Bureau  Normals  (1931-60)  used  where  available. 
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Map  of  the  Hawaiian  Islands  showing  places  of  principal  concern  to  the  visitor  industry. 


Hawaii  can  offer  the  visitor  a  variety  of  scenic  attractions 
to  compare  with  those  which  are  found  in  Hawaii.  Indeed, 
many  of  the  Caribbean/Atlantic  islands  are  compared  with 
Hawaii,  low-lying  and  devoid  of  scenery  of  Hawaii's  breadth 
and  grandeur. 

The  Pacific  basin,  unlike  the  tropical  island  communities  in 
the  Caribbean  and  Atlantic  areas,  contains  a  variety  of 
spectacular  scenic  attractions  which  speak  well  for  its  abil¬ 
ity  to  attract  travellers  in  ever  increasing  numbers.  From 
the  Marquesas  Group  in  the  east  of  Australia  and  New  Zealand 
in  the  west,  the  terrain  and  vegetation  of  Polynesia  and 
Melanesia  combined  present  virtually  any  type  of  scenery  a 
traveller  may  seek.  While  spectacular  forest-clad  mountain 
vistas  and  crystal  water  beaches  abound  throughout  the  South 
Pacific,  one  may  also  find  a  rugged  type  of  Alpine  terrain 
together  with  appropriate  climatic  conditions  throughout 
much  of  New  Zealand  and  the  mountainous  areas  of  Australia. 
Such  are  the  attractions  sought  by  ever-increasing  numbers 
of  well-travelled  skiers. 

In  summarizing  the  attributes  of  the  Pacific  basin  as  a  whole, 
it  is  most  appropriate  to  refer  back  to  Tables  4  and  11.  It 
is  most  interesting  to  note  that  the  tourist  groups  whose 
attitudes  are  reported  thereon  have  a  generally  more  favor¬ 
able  attitude  (as  reflected  by  the  weighted  average  of  favor¬ 
able  mentions  for  the  area)  toward  the  Pacific  than  toward 
Europe.  In  contrast,  the  weighted  average  of  unfavorable 
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mentions  for  the  Pacific  area  also  exceeds  that  for  Europe. 


In  the  case  of  Hawaii,  it  may  be  noted  that  the  most  signif- 
cant  unfavorable  factors  noted  by  tourists  ("Too  commercial" 
and  "High  prices")  are  essentially  man-created  factors. 

Hawaii  today  enjoys  a  considerable  advantage  because  of  its 
relative  proximity  to  the  United  States  mainland  and  its 
geographic  location  at  the  air  cross-roads  of  the  Pacific 
Ocean.  It  can  be  expected,  however,  that  as  air  fares  to 
more  distant  locations  are  reduced,  and  as  such  fares  are  as 
a  consequence  reduced  as  a  percentage  of  a  trip's  total  cost, 
Hawaii  will  lose  some  of  its  present  advantages.  A  more 
complete  discussion  of  Hawaii's  high  prices  and  of  the  over 
commercialization  noted  by  tourists  is  reserved  for  sub¬ 
sequent  sections  of  this  paper. 

In  contrast  with  the  unfavorable  factors  associated  with 
Hawaii  (refer  to  Tables  9  and  10)  which  are9  as  noted  above, 
largely  man  created,  it  is  noted  (refer  to  Table  8  )  that 
the  unfavorable  factors  associated  with  Pacific  destinations 
as  a  whole  are  very  different  from  those  associated  with 
Hawaii.  They  are,  in  short,  a  result  of  the  fact  that  much 
of  the  Pacific  area  is  as  yet  "undeveloped"  for  tourist 
purposes.  The  lack  of  development  of  good  quality  tourist 
amenities  (accommodations,  ground  transportation  and  airport 
facilities,  quality  restaurants  and  shopping  facilities  and 
related  tourists'  services  in  general)  would  account  for  a 
large  number  of  the  unfavorable  factors  attributed  to  many 
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of  the  Pacific  destination  areas  other  than  Hawaii.  Such 


conditions,  examined  in  light  of 
ciated  with  Pacific  destinations, 
opportunities  which  exist  for  the 
tourist  industries  in  much  of  the 


the  favorable  factors  asso- 
are  indicative  of  the 
development  of  viable 
Pacific  basin. 


CHAPTER  TWO 


Tourism  in  Hawaii  Today  -  Continuing  a  Pattern  of  Growth 


By  any  standard,  the  growth  of  Hawaii's  tourist  industry  has 
been  impressive.  Although  official  statistics  on  passenger 
arrivals  were  compiled  as  early  as  1860,  no  effort  was  made 
during  these  early  years  to  separate  visitors  from  returning 
residents  or  migrants.  Data  relating  to  the  period  preceding 
1922  are  to  be  found  scattered  throughout  the  literature. 
Usefulness  of  such  figures  however,  is  limited  as  a  result 
of  the  discontinuous,  non- comparab 1 e  or  incomplete  nature  of 
the  records . ^ 

Since  1922,  the  record- keepi ng  activities  of  the  Hawaii 
Visitors  Bureau  (originally  called  the  Hawaii  Tourist  Bureau) 
have  established  a  rich  and  fairly  complete  source  of  statis¬ 
tical  information  which,  except  for  an  interruption  during  the 
years  of  World  War  II,  has  continuously  monitored  the  condition 
of  the  islands'  visitor  industry. 

The  data  contained  in  Table  14  present  a  fairly  complete 
picture  of  the  growth  of  tourism  in  the  islands  as  measured 
by  total  passenger  arrivals  (staying  overnight  or  longer). 
Comparable  figures  for  the  state  for  the  year  1968  indicate  a 
growth  in  visitor  arrivals  of  21.0  percent  over  1967  for  a 
total  of  1  ,21  2  ,448  visitors. ^-j  The  fact  that  the  growth  of  the 

20  Department  of  Planning  and  Economic  Development  General 

Plan  Revision  Program  (Honolulu:  DPED,  1967)  Part  4,  p.  87. 

21  Bank  of  Hawaii.  Review  of  Business  and  Economic  Conditions 
Vol.  14,  No.  2  (Honolulu,  Hawaii,  1969),  p.  1. 
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Table  14  VISITORS  TO  HAWAII,  TOTAL  PASSENGERS  AND  AVERAGE  VISITOR  CENSUS: 

1950  TO  1967 
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Source:  Department  of  Planning  and  Economic  Development,  General  Plan  Revision  Program, 

Part  4  and  Hawaii  Visitors  Bureau,  Annual  Report  for  years  given. 


"Average  Visitor  Census"  figures  does  not  approach  that  of 
total  arrivals  is  accounted  for  as  a  result  of  a  sharply  re¬ 
duced  intended  length  of  stay  (25.0  days  in  1951  as  compared 
with  12.7  days  in  1966)  characteristic  of  westbound  visitors 
to  the  state  during  the  1951-66  period.22  In  the  opposite 
direction,  the  intended  length  of  stay  of  westbound  visitors 
destined  beyond  Hawaii  has  risen  from  a  low  of  1.8  days  in 
1955  and  1957  to  3.9  days  in  1966. 23 

Much  can  be  learned  by  other  Pacific  destination  areas  from 
the  trends  which  have  developed  in  recent  years  in  various 
characteristics  of  Hawaii's  visitors.  The  strength  and 
continuing  impressive  growth  of  Hawaii's  tourist  industry  is 
well  documented.  Much  of  what  has  recently  applied  to  Hawai 
may  well  in  future  years  apply  to  other  Pacific  areas. 


22  DPED,  General  Plan  p.  94. 

23  DPED,  General  Plan  p.  95. 
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Characteristics  of  Hawaii's  visitors: 


a . 


In  addition  to  the  facts  relating  to  the  intended  length  of 
stay  of  tourists  visiting  the  islands  (westbound)  as  discuss¬ 
ed  above,  a  number  of  interesting  relationships  can  be  drawn 
from  the  statistical  records  compiled  by  the  Hawaii  Visitors 
Bureau.  Table  15  presents  a  picture  of  the  direction  of 
travel  and  destination  (to  or  beyond  Hawaii)  for  visitors  to 
the  islands  during  the  period  1951  to  1966.  The  dominance 
of  westbound  visitors  -  both  among  those  visiting  only  Hawaii 
and  those  destined  beyond  Hawaii  -  is  clearly  indicated. 

Table  16  presents  a  breakdown  of  the  places  of  residence  of 
all  westbound  visitors  for  the  year  1967.  Table  17  presents 
an  extension  of  the  facts  known  to  the  Hawaii  Visitors  Bureau 
concerning  westbound  visitors  to  the  state  during  the  same 
1951-66  period.  The  decline  in  pleasure  travel  by  ship  to 
Hawaii  is  clearly  indicated  by  the  fact  that  while  43.6  per¬ 
cent  of  westbound  visitors  arrived  by  sea  in  1951,  only  4.1 
percent  did  so  in  1966. 

A  number  of  other  important  facts  are  presented  in  Table  17. 
The  popularity  of  the  summer  period  (June,  July  and  August) 
with  westbound  visitors  is  evident  from  the  fact  that  approx¬ 
imately  33.5  percent  of  such  visitors  travel  to  Hawaii  during 
these  three  months.  The  fact  that  the  summer  season  is  the 
busiest  time  of  year  for  Hawaii's  tourist  industry  is  somewhat 
surprising  to  most  Canadians  who,  for  the  most  part,  regard 
the  state  as  a  winter  resort.  Most  westbound  visitors  are. 


37 


CD 

-Q 

fO 

I- 


, — 

-a 

•1 — 

-O 

E 

•r— 

E 

=3 

OOr—  tn  to  N  CT|  00  N  r-  CD  CO  CO  00  LO  CM  00 

fd 

=3 

O 

i^cxjoocxi'^t-r^-r^r-.CvjcxDcOLor^rocxDcri 

5 

O 

_a 

lT)Oi —  ^  CQ  O  CO  OO  tD  LO  1.0  iO  CO  (\i  O 

fd 

_Q 

_x 

nz 

4-> 

c\Jo^ounrN.Np-roi-ioojinLni —  >—  oo 

tO  TJ  S- 

cocvicvjcO'vf-Lncocoor-'si-NaiocMLn 

-a 

<d  E  O 

r—  i—  i—  r—  r—  CM  CM  CM 

e 

Lil  fd  c 

o 

>3 

CD 

CM 

-O 

+-> 

E 

OONlOtOMC'iCnOOJ'ti-'st-OOMCO 

x 

CD 

CD 

O 

COOLOtOOCtlr-r-CONr-CMOCO^CM 

e 

~o 

E 

cmcocmcmoooocococmcmoocococmcmcm 

•1 — 

e 

CD 

+-> 

=3 

Q_ 

to 

o 

CD 

-Q 

1 —  CMCOOOCOLQCMOOt'd-OLOLOOLOLO 

Q 

4-> 

E 

I—  C0^j-O(NJC003C73CJ3r-00i—  r^COOO 

to 

CD 

CT>C\JCTtCX)tjDLnCOOOOOCdCnOOr^r—  -vd-LO 

CD 

-Q 

3 

E 

CDf—  CvJtOCyiOOONCOaiOJCOWlOtDtD 

=3 

1-MWOJCO-ittOLOtONO^Oi —  CM  CM  CO 

•1— 

r—  r—  r~  i—  r— 

fd 

5 

rd 

-a 

□c 

XJ 

E 

cor-a^^moNONi —  lo  co  co  co  co  lo 

E 

3 

OCOCOO^i-O'st-LmONWCOC^COO^N 

o 

=3 

O 

CO  CO  LO  to  LO  CO  CG  N  C-J  CM  i —  tD  tD  tD  N 

4-3 

o 

JO 

_Q 

-X 

(Mr-cvjcocococM'vi-cooocococyioorNcy, 

-a 

+■> 

4-> 

1—  I—  CM 

CD 

to  X3  E 

c: 

fd  E  O 

•r— 

U  «3  C 

4-> 

to 

tONCDOJWCMWtDOOOLOLnOOLO 

CD 

1 

-a 

MroouoNiocorsLnrsinoiOLO'tN 

Q 

4-3 

E 

'^'3-c\i'=d-r^.coooir>LOcocoor'^LOcrii— 

to 

=5 

CD 

O 

ooaitD'=tcncMCOooNcodJcncotO'^-i— 

E 

3  -Q 

'tf'ttONCOONIMNr-O'-LOr-CntD 

CD 

r—  i—  r—  . -  CM  CM  CM  CM  CO  OO  ■=3' 

03 

e 

~a 

o 

e 

1 — 

3 

o 

e 

_Q 

+■> 

o 

-E 

E 

CDCX)CM00COCMCNl<=d-CD'=d-C0CX)LO'=d-C0O3 

4-> 

CD 

4-> 

E 

a 

NOiOOO^CDOO'si-LnMtMWOCnO 

sz 

o 

E 

1 —  I—  1—  1—  1 —  f— ■  1 —  1 —  CM  CM  CM  CM  r—  CM 

a> 

e 

CD 

•i— 

Q_ 

e 

XJ 

E 

e 

CD 

fd 

> 

O 

xj 

E 

r—  r—  ^r—  OOCMr—  ‘Xr—  CMI-^OOLOOO 

E 

CD 

COCMCDOC^Or-ONCMtOCMtOOOr-N 

CD 

13 

j3 

03  03  i —  CTi  '.  O  O  OO  tD  LO  N  CV!  LO  't  tO  N  lO 

E 

O 

E 

•r- 

_Q 

3 

CO  LO  CO  03  r—  03  O'*.  r —  LO  LO  i —  CM  CD  CO  03  CO 

>> 

+-> 

r-i-CMCOCO^-NOOCTlOr-^- 

fd 

to 

i —  i —  i— 

4-3 

fd 

to 

LU 

to 

^  CO  CM  oo  n  oo  CO  ^  LO  W  O  LO  O  U)  o  o 

e 

! 

•a 

COr—  LOCOOl—  1—  00-=d-CT>-=d-CMCX)C0Oi— 

o 

+-> 

E 

lO  COi —  OO  1 —  COLOCTiONLOtDtOCMCOO 

4-> 

to 

3 

•i — 

CD 

O 

rs«tc\jr-oo?tr-crirsococ^cMimocM 

to 

3 

_a 

^  m  n  co  cti  i —  "si-cooLn^Nfoocoto 

•1 — 

r—  r—  1—  cmcmcmcmco^^lo 

> 

E 

1—  CM  CO  to  N  CO  O  r-  CM  CO  LO  LO 

fd 

LO  LO  LO  LO  LO  LO  LO  LO  LO  CO  CO  CD  CO  CD  CO  CO 

CD 

03  03  03  O'*  03  03  O'*  03  03  03  03  03  03  03  03  03 

>- 

I —  I —  I —  I —  i —  I —  I —  i —  r~~i —  i —  i —  1 —  r—l —  1— 

to 

E 

CD 

C7> 


to 

-M 

to 

-E 

fd 

03 

Q. 

•i— 

E 

XJ 

E 

E 

CD 

3 

> 

o 

O 

-Q 

4J 

03 

to 

E 

CD 

•i— 

5 

E 

•i — 

-a 

<d 

CD 

E 

>>  CD 

CD 

E 

> 

E 

+-> 

3 

O 

to 

E 

E 

3 

€\ 

•r— 

to 

•i — 

CD 

rD 

-a 

3 

fd 

i — • 

i n 

O 

X 

~a 

LU 

E 

O 

>3 

• 

CD 

+-> 

XI 

_E 

03  XJ 

•i— 

CD 

E 

E 

E 

•i — 

CD 

-M 

> 

to 

O 

CD 

xj 

03 

E 

to 

•i — 

E 

E 

O 

•i — 

4-3 

fd 

•i — 

E 

to 

CD 

•r— 

E 

> 

4-> 

X 

O 

i — 

E 

jQ 

fd 

to 

X 

E 

o 

O 

E 

4-> 

Q- 

•i — 

to 

CD 

•  i— 

E 

> 

CD 

2 

to 

CD 

E 

xs 

o 

3 

J E 

i — 

5 

CD 

E 

4- 

i — i 

O 

XJ 

e 

3 

O 

-O 

+-> 

to 

CD 

s 


38 


Source:  Hawaii  Visitors  Bureau,  annual  research  reports,  1952-1966. 


Table  16 


RESIDENCE  OF  WESTBOUND  VISITORS  TO  HAWAII 


Share  of  Change  in 
Total  1967  From  1966) 

1967  (Percent)  (Percent) 


Pacific  Coast  & 


Mountain  States 

.  320,370 

49.8 

31  .8 

California  . . . 

.  234,825 

36.5 

30.6 

Washington  ... 

.  34,525 

5.4 

37.5 

Colorado  . 

.  9,390 

1  .  5 

41.7 

Central  States  . 

. .  165,835 

25.8 

51.5 

Minnesota  .... 

.  10,340 

1  .6 

50.0 

Missouri  . 

.  8,875 

1  .4 

40.0 

Texas  . 

.  18,585 

2.9 

53.0 

Illinois  . 

.  34  3  880 

5.4 

56.6 

Michigan  . 

.  19,140 

3.0 

46.2 

Ohio  . 

.  20,940 

3.3 

48.6 

Kentucky  . 

.  2,815 

0.4 

84.6 

Eastern  Seaboard 

.  146,440 

22.8 

66.0 

Massachusetts 

.  12,290 

1  .9 

47.8 

New  York  . 

.  41,975 

6.5 

62.1 

Pennsylvania  . 

.  20,580 

3.2 

54.6 

Georgia  . 

.  5,525 

0.9 

130.7 

Maryland  . 

.  8,000 

1  .  2 

94.2 

Total  U.  S . 

.  632,780 

98.4 

43.5 

Total  Foreign  .. 

.  10,115 

1  .  6 

-19.4 

Total  U.  S.  and 

Foreign  .  642,895 

100.0 

42.1 

Source:  Hawaii 

Visitors  Bureau 
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however,  Americans  (Table  16)  and  most  Americans  regard 
Hawaii  as  a  summer  resort. 

It  is  interesting  and,  to  those  engaged  in  all  aspects  of 
Hawaii's  tourist  industry,  desirable  that  northern  res i den ts 
prefer  to  visit  the  state  during  the  winter  months  while 
southern  residents  travel  to  Hawaii  in  larger  numbers  in  the 
summer  months.  The  levelling  effect  such  preferences  have 
on  year-round  tourist  traffic  volume  is  another  of  Hawaii's 
unique  characteristics.  Another  interesting  levelling 
effect  -  and  one  which  is  becoming  increasingly  important 
as  Hawaii  attracts  increasing  numbers  of  conventions  -  is 
caused  by  the  seasonal  pattern  of  U.  S.  convention  attendance 
which  in  1967  tended  to  peak  in  the  months  of  May  and  October. 
These  months  are  the  times  when  Hawaii's  hotel  occupancy  in 
the  all-important  Waikiki  area  is  at  or  near  seasonal  lows. 

And  convention  attendance  is  now  the  fastest  growing  aspect 
of  Hawaii's  tourist  industry.  Convention  delegate  registrations 
were  up  36  percent  in  1967  from  1966  -  with  a  total  of 
67,700. 24 

Largely  as  a  result  of  the  levelling  effects  discussed  above, 
Hawaii's  tourist  industry  is  able  to  operate  much  more 
consistently  from  month  to  month  than  is  the  case  in  many  of 
the  nations  which  compete  with  Hawaii  as  tourist  attractions. 


24  Hank  of  Hawaii.  Annual  Review,  1968  p.  21. 
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Table  18  presents  data  which  show  a  monthly  percentage  break¬ 
down  of  total  tourist  arrivals  for  Hawaii.  Tables  19,  20,  21 
and  22  show  comparable  data  for  the  Bahamas  (Nassau),  Jamaica, 
Mexico  and  Grand  Cayman,  respectively.  It  will  be  noted 
that  seasonal  peaks  in  tourist  arrivals  are  more  pronounced 
in  all  of  these  eastern  tourist  areas  than  is  the  case  in 
Hawai  i . 

Confirmation  of  visitor  satisfaction  with  Hawaii  is  perhaps 
best  provided  by  another  set  of  figures  contained  in  Table  17. 
From  1951  to  1966  it  will  be  noted  that  repeat  visitors  (as 
measured  by  party  heads)  increased  from  22.3  percent  to  32.1 
percent. 

Table  17a  presents  figures  which  describe  the  characteristics 
of  visitors  to  Hawaii  who  are  destined  beyond  Hawaii.  A 
number  of  interesting  comparisons  are  possible  between  the 
two  groups  (those  travelling  only  to  Hawaii  and  those  des¬ 
tined  beyond).  One  such  comparison  which  is  of  particular 
significance  to  this  study  is  revealed  by  the  figures  tally¬ 
ing  the  volume  of  California  residents  as  a  percentage  of 
total  westbound  visitors.  The  percentage  of  California 
residents  among  westbound  visitors  destined  only  to  Hawaii 
decreased  from  52.3  percent  in  1951  to  39.7  percent  in  1966, 
representing  a  drop  of  24  percent.  The  percentage  of 
California  residents  among  westbound  visitors  destined  beyond 
Hawaii  dropped  in  the  same  period  from  17.1  percent  to  13.0 
percent,  also  representing  a  drop  of  24  percent.  It  must  be 
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Table  17  CHARACTERISTICS  OF  WESTBOUND  VISITORS  TO  HAWAII:  1961  TO  1966 
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Figure  for  1966  affected  by  airline  strike  (July  8  -  August  19 
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5  Percent  of  average  for  all  westbound  visitors;  including  those  destined  beyond 
Hawaii. 

Source:  Hawaii  Visitors  Bureau,  annual  research  reports,  1952-1966.  A  number  of  values 

have  been  recomputed. 
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workers  as  a  percent  of  all  party  heads  reporting  occupation  or  labor  force  status. 
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3  Persons  in  transit  or  not  reporting  assumed  not  to  visit  Neighbor  Islands.  Question 
not  asked  in  comparable  form  1958-1961. 

Source:  Hawaii  Visitors  Bureau,  annual  research  reports,  1952-1966.  A  number  of 

values  have  been  recomputed. 


Table  18 


MONTHLY  VISITORS  TO  HAWAII 


%  of  Annual 

7o  of  Annual 

%o  of  Annual 

%  of  Annual 

Total-1964 

Total-1965 

Total-1966 

Total-1967 

January 

5.7 

6.8 

6.7 

6.2 

February 

7.3 

7.4 

7.5 

7.0 

March 

6.9 

6.4 

6.7 

7.5 

April 

6.1 

6.9 

7.5 

6.9 

May 

7.1 

7.2 

7.2 

6.8 

June 

10.7 

10.6 

11.1 

10.3 

July 

10.2 

11.6 

10.1 

11.6 

August 

11.1 

12.1 

9.7 

11.0 

September 

8.5 

7.8 

8.7 

8.5 

October 

9.9 

8.2 

9.1 

8.8 

November 

7.4 

6.3 

6.9 

7.3 

December 

9.1 

8.7 

8.8 

8.  1 

100.0 

100.0 

100.0 

100.0 

Source : 

Adapted  from 

Hawaii  Visitors  Bureau  Records 

Table  19 

MONTHLY 

VISITORS  TO  THE  BAHAMAS  (NASSAU) 

%  of  Annual 

%  of  Annual 

%  of  Annual 

Total-1965 

Total-1966 

Total-1967 

January 

9.1 

9.1 

8.  1 

February 

9.9 

9.7 

9.9 

March 

11.9 

11.9 

12.0 

April 

8.5 

10.1 

8.8 

May 

7.9 

7.1 

6.9 

June 

7.6 

6.9 

8.2 

July 

9.6 

8.9 

9.5 

August 

9.5 

10.2 

10.6 

September 

4.1 

5.0 

5.1 

October 

5.6 

4.7 

5.7 

November 

8.1 

7.0 

6.8 

December 

8.2 

9.4 

8.4 

100.0 

100.0 

100.0 

Source: 

Adapted  from  Bahamas  Ministry  of 

Tourism  Records 

46 


Table  20 


MONTHLY  VISITORS  TO  JAMAICA 


%  of  Annual 

%  of  Annual 

%  of  Annual 

%  of  Annual 

Total-1964 

Total-1965 

Total-1966 

Total-1967 

January 

9.6 

9.5 

9.3 

10.2 

Feb  rua  ry 

11.4 

9.5 

9.0 

9.1 

March 

11.1 

10.7 

10.6 

11.1 

Apri  1 

7.6 

8.0 

9.6 

9.4 

May 

5.7 

7.7 

7.3 

6.3 

June 

5.0 

5.5 

6.0 

6.6 

July 

9.7 

9.4 

10.0 

9.1 

August 

11.0 

11.1 

9.9 

8.9 

September 

5.7 

6.2 

5.8 

5.8 

October 

5.9 

6.4 

6.0 

6.5 

November 

9.3 

8.3 

8.1 

8.6 

December 

9.0 

7.7 

8.4 

8.4 

100.0 

100.0 

100.0 

100.0 

Source : 

Adapted  from 

Kingston  Tourist  Board  Records 

Table  21 


MONTHLY  VISITORS  TO  MEXICO 


%  of  Annual 

7o  of  Annual 

%  of  Annual 

%  of  Annual 

Total-1963 

Total-1964 

Total-1965 

Total-1967 

J  anuary 

7.0 

7.1 

7.9 

7.0 

Feb  ruary 

8.4 

8.2 

8.0 

7.4 

March 

7.4 

8.0 

6.9 

9.2 

April 

7.8 

6.4 

8.1 

7.0 

May 

6.2 

6.7 

7.1 

6.2 

June 

10.4 

9.9 

9.2 

9.9 

July 

11.0 

11.1 

11.6 

11.5 

August 

12.0 

11.2 

10.8 

11  .0 

September 

6.2 

6.5 

6.5 

6.7 

October 

6.1 

6.6 

6.4 

6.3 

November 

7.2 

7.4 

7.1 

7.5 

December 

10.3 

10.9 

10.4 

10.3 

100.0 

100.0 

100.0 

100.0 

Source : 

Adapted  from 

Mexican  Dept. 

of  Tourism 

Records 

Table  22 

MONTHLY  VISITORS 

TO  GRAND  CAYMAN 

%  of  Annual 

%  of  Annual 

%  of  Annual 

Total-1965 

Total-1966 

Total-1967 

J  an u ary 

11.7 

11.8 

8.4 

February 

12.8 

13.5 

13.1 

M  arch 

10.1 

10.4 

13.6 

April 

9.7 

11.7 

9.3 

May 

5.2 

6.1 

6.1 

June 

5.5 

5.9 

7.1 

July 

6.9 

6.7 

7.7 

August 

6.9 

5.7 

6.8 

September 

4.4 

4.6 

3.7 

October 

4.4 

3.5 

4.1 

November 

8.2 

8.5 

8.1 

December 

14.2 

11.6 

12.0 

100.0 

100.0 

100.0 

Source: 

Adapted  from 

Cayman  Island  Tourist 

Board  Records 
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emphasized,  however,  that  such  figures  can  be  misleading. 

The  percentage  of  California  residents  in  both  groups  is  not 
dropping  linearly.  It  tends  rather  to  fluctuate  and  is  in 
some  years  greater  than  in  a  preceding  year. 

The  significance  of  the  decline  in  percentage  of  California 
residents  among  westbound  visitors  to  Hawaii  is  indicative 
of  a  bright  future  for  the  tourist  industry  of  the  Pacific. 

As  mass  air  transportation  develops  ever  greater  capabilities 
of  moving  people  quickly  and  safely  from  one  point  to  another 
over  great  distances  and  with  a  minimum  of  stop-overs,  and  as 
increasingly  diverse  patterns  of  air  rights  are  granted  to 
the  carriers  of  the  world,  the  tourist  industries  of  Pacific 
nations  can  expect  to  reap  maximum  benefit.  The  trend  which 
is  indicated  in  the  percentage- of- Cal i forn i a- res i dents 
figures  discussed  above  shows  clearly  that  Hawaii  is  drawing 
visitors  from  increasingly  wide  sources.  This  trend  can  only 
be  expected  to  continue  as  effective  air  fares  are  reduced 
through  wider  availability  of  affinity  charter  and  inclusive- 
tour  packages  and  as  increasing  numbers  of  air  carriers  are 
granted  rights  to  directly  serve  Pacific  destinations  from 
wel 1  - popul ated  centres  around  the  globe. 
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CHAPTER  THREE 


The  Future  of  Tourism  in  Hawaii  -  Two  Important  Factors 


The  future  growth  of  tourist  industries  in  Pacific  destina¬ 
tion  areas  other  than  Hawaii  is  not  solely  dependent  upon 
the  maintenance  of  a  strong  Hawaiian  industry.  The  growth 
of  tourism  in  these  other  Pacific  areas  can,  however,  as 
will  be  discussed  in  the  concluding  section  of  this  paper, 
be  significantly  supported  if  Hawaii  continues  in  future 
to  be  as  attractive  to  large  numbers  of  tourists  as  it  has 
been  in  the  past. 

Tourists,  upon  reaching  Hawaii,  have  already  travelled  half¬ 
way  from  many  North  American  points  of  origin  to  more  distant 
destination  areas  in  the  South  Pacific.  As  the  time  available 
for  vacation  travel  increases  and  as  the  capacity  of  the  free 
world's  air  fleet  grows  steadily,  Pacific  destinations  former¬ 
ly  considered  distant  and  exotic  will  be  much  more  accessible. 
Hence,  the  two  groups  of  related  factors  discussed  herein 
which  will  directly  affect  the  future  of  Hawaii's  tourist 
industry  should  be  of  equal  concern  to  all  other  Pacific  destina¬ 
tion  areas. 
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a.  Air  carriers  and  Hawaii's  tourist  industry: 

Although  little  work  of  a  specific  nature  has  been  done  to 
date  which  would  describe  the  economic  effects  upon  a  tourist 
destination  area  of  rights  granted  to  an  airline  to  service 
the  area  with  regular  or  charter  flights,  it  is  generally 
accepted  that  such  rights  are  of  paramount  importance  in  the 
competition  which  exists  amongst  resort  areas  for  tourist 
dollars.  Hawaii,  situated  strategically  in  the  center  of  the 
Pacific  ocean,  is  in  a  favorable  position  from  which  to  barg¬ 
ain  with  both  the  U.  S.  and  foreign  governments  in  this  all- 
important  matter. 

Traditionally,  Hawaii  has  been  serviced  primarily  by  two  U.  S. 
carriers.  Pan  American  World  Airways  and  United  Air  Lines. 

In  recent  years,  the  Pacific  area  as  a  whole  has  loomed  large 
in  importance  and  has  attracted  the  attention  of  virtually  all 
large  U.  S.  airline  companies  as  well  as  that  of  most  national 
flag  carriers  of  foreign  nations.  A  great  number  of  rights 
have  been  granted  which  permit  charter  and  inclusive  tour 
operators  to  land  in  Hawaii,  flying  non-stop  from  virtually 
any  city  on  the  North  American  continent. 

An  interesting  type  of  business  organization  has  grown  out  of 
the  inclusive  tour  concept  by  means  of  which  a  tour  operator 
who  is,  in  effect,  a  travel  agent,  sells  an  "inclusive  tour" 
package  to  individuals  who  are  attracted  by  both  the  conve¬ 
nience  and  the  economy  such  a  package  offers.  By  definition, 
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an  inclusive  tour  includes  in  one  price  return  air  fare,  all 
necessary  ground  transportation  at  point  of  destination,  all 
hotel  fares  and  may,  in  addition,  include  some  or  all  meals, 
entertainment,  sightseeing  trips,  etc.  The  largest  inclusive 
tour  operation  today  has  developed  in  two  short  years  into  a 
major  corporation  almost  entirely  as  a  result  of  its  "Hawaiian 
Carnival"  tour  which  includes  three  days  in  Las  Vegas,  three 
days  in  San  Francisco  and  seven  days  in  Hawaii. Incorp¬ 
orated  in  1966,  the  sales  of  AITS,  Inc.  reached  $24.7  million 
in  1968  from  $815  ,000.  in  its  first  yearly  Met  income 
during  the  same  initial  two  year  period  increased  from  $10,000. 
to  $879 ,000 . 2g 

Of  prime  importance  to  the  future  of  Hawaii's  tourist  in¬ 
dustry  is  the  settlement  of  the  recent  grants  made  by  the 
Civil  Aeronautics  Board  in  the  U.  S.  to  several  American 
carriers.  Included  in  such  grants  were  the  following: 

Continental  Airlines  was  authorized  to  fly  from 
terminals  in  the  U.  S.  (from  the  midwest  to 
California)  to  Hawaii  and  beyond  to  American  Samoa, 
the  Trust  Territory,  Australia  and  New  Zealand; 

Braniff  International  was  authorized  to  connect 
points  in  the  southeastern  U.  S.  with  Hawaii  via 
Mexi co ; 

Trans  World  Airlines  was  permitted  to  link  the 
satellite  airports  of  Los  Angeles  (Long  Beach  and 
Ontario)  with  Hawaii  as  part  of  a  route  to  destina¬ 
tions  in  the  Orient; 


26  AITS,  Inc.  Annual  Report  1968  (Boston,  1968),  p.  2. 

27  Ibid. 

28  Ibid. 
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Western  Airlines  was  authorized  to  connect  mainland 
terminals  similar  to  those  granted  Continental  with 
Hawaii  -  and  to  connect  Anchorage,  Alaska  with  Hawaii 
directly; 

United  Airlines  and  Northwest  Airlines  (both  already 
serving  Hawaii)  were  granted  additional  authority 
to  serve  Hawaii  with  non-stop  service  from  major 
population  centers  in  the  northeastern  U.  S .  2g 

The  significance  of  the  above-described  route  concessions  to 

Hawaii's  tourist  industry  is  difficult  to  measure.  Four  of 

the  airlines.  Continental,  Braniff,  TWA  and  Western  have  not 

until  now  been  allowed  to  fly  to  Hawaii.  Whenever  carriers 

in  past  have  been  granted  new  destinations  to  serve,  they 

have  promoted  such  service  heavily  in  their  own  interest. 

Whereas  Hawaii  has  until  now  been  promoted  primarily  by  three 

U.  S.  carriers,  it  will  now  have  seven  such  firms  anxious  to 

build  traffic  on  their  Hawaiian  routes.  And  whereas  Hawaii 

has  previously  been  linked  to  the  mainland  through  only  four 

"gateway  cities",  the  authorizations  granted  United  Airlines 

and  Northwest  Airlines  will  mean  that  many  of  the  largest 

cities  in  the  United  States  will  have  non-stop  service  to 

Hawaii  for  the  first  time. 

It  will  be  noted  too  that  many  of  the  new  route  authorizations 
allow  carriers  to  fly  beyond  Hawaii  to  service  other  Pacific 
destination  areas.  As  will  be  seen,  such  linkages  will,  as 
vertically-integrated  tourist  organizations  expand  beyond 

29  This  section  is  summarized  from  data  presented  in  the 

Bank  of  Hawaii  Review  of  Business  and  Economic  Conditions, 
Vol.  14,  No.  1,  January,  1969. 

,|fi : 
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Hawaii,  become  increasingly  important  to  the  growth  of 
tourism  throughout  the  Pacific  basin.  Indeed,  direct  service 
from  populated  metropolitan  areas  as  well  as  linkages  to 
large  resort  complexes  in  Hawaii  (and  elsewhere)  will  togeth- 
er  provide  a  potential  "market"  for  tourist  industries  in 
other  Pacific  areas  far  more  quickly  than  could  logically  be 
predicted  by  an  analysis  of  past  growth  records. 


30  All  of  the  December  route  authorizations  were  suspended 

pending  investigation  by  the  Nixon  administration.  Follow¬ 
ing  this  investigation,  new  routes  formerly  granted  to 
Continental  Airlines  and  to  Braniff  Airways  were  suspended 
(refer  to  Appendix  V).  Continental  Airlines  was  prompt 
to  file  suit  in  the  U.  S.  Court  of  Appeals  in  Washington 
and  a  subsequent  verdict  was  issued  in  July  1969  which 
awarded  new  routes  from  the  mainland  United  States  to 
Hawaii  as  follows: 


Name  of  Carrier 

American 

Braniff 

Continental 

Northwest 

TWA 

United 

Western 


Points  of  Origin 

Boston  and  St.  Louis 

Southcentral  and  Southeast 
States 

California,  Rocky  Mountain 
States,  Southwest  and  Midwest 
States 

Cal i f orn i a 

Los  Angeles 

Improved  service  from  inland 
cities  and  San  Diego 

Alaska,  Rocky  Mountain  States 
and  Southwest  States 


In  addition,  the  final  verdict  awarded  new  routes  to  Ame¬ 
rican  Airlines  from  the  east  coast,  Chicago,  St.  Louis 
and  Dallas  to  Samoa,  Fiji,  New  Zealand  and  Australia. 
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b.  Inflation,  the  cost  of  living  and  "over  commercial¬ 


ization": 

The  rapid  and  continuing  expansion  of  Hawaii's  tourist  in¬ 
dustry  is  beginning  to  bring  with  it  problems  of  major  import¬ 
ance.  They  are  largely  the  problems  associated  with  an  over¬ 
heated  economy  and  with  a  natural ly-beauti ful  environment 
being  "developed"  by  and  for  the  greater  use  of  man. 

While  business  booms  in  the  islands,  both  residents  and  vis¬ 
itors  are  subject  to  the  highest  cost  of  living  in  the  United 
States. 21  While  unemployment  is  at  an  all  time  low  (2.8  per¬ 
cent  in  December  and  declining  to  2.75  percent  in  March, 

1969),  the  lack  of  labor  is  having  a  serious  effect  upon 
scheduling  and  costs  of  construction. ^  And  conservationists 
are  justifiably  concerned  lest  the  genuine  physical  beauty  of 
the  islands,  which,  according  to  the  Pacific  Visitors  Survey 
is  more  important  to  tourists  than  climate,  be  irreparably 
marred  by  unscrupulous  developers  in  the  name  of  progress. 33 

The  unfavorable  mention  Hawaii  has  received  from  many  of  its 
visitors  as  a  result  of  high  prices  and  crass  commercialization 
is  beginning  to  be  heard  by  resort  developers  and  operators. 

The  state  has  been  quick  to  note  the  recent  sharp  decline  in 


31  G.  Zimmermann  and  F.  Trippett,  "Paradise  in  Peril?" 
LOOK,  April  29,  1969,  p.  29. 

32  Bank  of  Hawaii,  Review  of  Business  Conditions,  April, 
1969,  p.  4. 

33  Refer  to  Table  2. 
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tourist  travel  to  Miami  Beach  and  the  consequent  depression 
which  has  afflicted  this  major  element  of  Florida's  tourist 
stock-in-trade.  In  a  move  to  prevent  the  already  crowded 
Waikiki  area  of  Honolulu  from  developing  into  a  gaudy, 
bizarre  neon  jungle,  the  state  legislature  in  1968  adopted 
a  rigorous  Comprehensive  Zoning  Code.  Such  a  code,  it  is 
hoped,  will  help  to  ensure  that  development  of  all  types 
throughout  the  islands  conforms  to  much  higher  standards  than 
has  been  true  in  the  past.^ 

Although  it  is  felt  that  the  greatest  and  most  serious  in¬ 
creases  in  Hawaii's  cost  of  living  have  occurred  since  early 
1968,  figures  for  the  years  1962-1966,  the  most  recent  avail¬ 
able,  indicate  the  beginnings  of  such  a  trend.  The  problems 
Hawaii  now  faces  are  most  effectively  summarized  on  Tables  23, 
24  and  25  which  compare  cost  levels  in  Honolulu  with  other 
"high  cost"  American  cities,  consumer  price  indexes  for 
Honolulu  with  such  indexes  for  U.  S.  cities  as  a  whole,  and 
the  total  "cost"  and  individual  item  breakdown  of  a  typical 
four-person  family  budget  for  Honolulu  and  several  other 
selected  cities  respectively. 

In  effect.  Table  25  indicates  that  a  typical  mainland  family 
with  a  budget  of  $9,191.  would  require  $11,190.  to  live  to 
the  same  standard  in  Honolulu.  That  tourists  to  the  islands 


34  Ibid.  ,  December,  1  968  and  January,  1  969. 
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Table  23  COMPARISON  OF  COST  OF  LIVING  FOR  HONOLULU 


AND  OTHER  CITIES  WITH  WASHINGTON,  D.  C.  : 

1962,  1964,  1965,  AND  1966 


Location  1962  1964  1965  1966 


Washington,  D.  C .  100.0  1  00.0  100.0  100.0 

Honolulu,  Hawaii .  114.9  115.8  114.1  115.6 

San  Juan,  Puerto  Rico...  112.3  104.5  105.8  105.0 

St.  Croix,  Virgin  Is _  -  104.5  101.9  102.9 

St.  Thomas,  Virgin  Is...  115.3  106.3  104.4  104.5 

Anchorage,  Alaska .  1  43.2  1  37.8  NS1  NS 

Fairbanks,  Alaska .  146.5  1  42.4  NS  NS 

Juneau,  Alaska .  1  32.8  1  29.3  NS  NS 


1.  Not  surveyed  in  1965,  1966. 


Source:  U.  S.  Civil  Service  Commission,  various  studies  on 

living  costs  for  Federal  employees  in  "white  collar" 
cl  as  si f i cati ons . 
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Table  24 


CONSUMER  PRICE  INDEXES  FOR  HONOLULU  AND 


U.  S.  CITIES  AVERAGE:  1958  TO  1967 

(Dec.  1963  =  100) 


All 

items 

Food  at 

home 

Year 

Honolulu 

All  cities 

Honol ul u 

All  cities 

1958. . . 

88.0 

93.6 

88.8 

98.7 

1  959.  .  . 

89.7 

94.3 

90.6 

96.2 

1  960.  .  . 

91.8 

95.8 

93.2 

96.9 

1961 ..  . 

94.1 

96.8 

95.1 

97.9 

1  962.  .  . 

96.7 

98.0 

97.3 

98.5 

1963. . . 

99.8 

99.2 

100.2 

99.8 

1  964. .  . 

100.3 

100.5 

100.8 

101.0 

1  965.  .  . 

102.1 

102.1 

103.7 

103.4 

1  966.  .  . 

104.9 

- 

106.3 

- 

1  967.  .  . 

107.8 

- 

108.1 

- 

Source : 

United  States 

data  from  Bureau  of  Labor  Statistics, 

Monthly 

Labor  Review  (base  shifted 

to  Dec.  1963  = 

100  by 

Department  of  Planning 

and  Economic  Development); 

Honolulu 

1950  to 

1963  from  Hawaii  State  Department  of  Labor 

and  Indus- 

trial  Relations,  monthly  releases 

(average  and  base  shifted 

by  DPED) 

;  Honolulu  1964-1967  from 

Bureau  of  Labor 

Statistics , 

CPI  Monthly  Report. 
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COMPARATIVE  COST  OF  LIVING  FOR  A  CITY  WORKER'S  FOUR-PERSON  FAMILY  BUDGET 
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Source:  U.  S.  Department  of  Labor,  Bureau  of  Labor  Statistics,  City  Workers  Family  Budget 

Autumn  1966. 


are  noticing  the  effects  Hawaii's  spiraling  costs  are  inflict¬ 
ing  is  evident  from  their  frequent  mention  of  "commercializa¬ 
tion"  and  "high  prices"  amongst  the  only  unfavorable  factors 
for  which  Hawaii  is  mentioned  more  than  the  typical  (median 
average)  Pacific  tourist  destination  (refer  to  Table  8  ). 

In  fairness,  it  must  be  pointed  out  that  some  of  the  concern 
felt  by  the  typical  visitor  to  Hawaii  today  is  partly  a 
result  of  the  fact  that  increasing  numbers  of  lower-income 
individuals  are  today  visiting  the  islands.  And  such  persons 
as  these  are  most  likely  to  notice  -  and  to  complain  about  - 
price  levels  in  Hawaii  as  being  "high"  whether  or  not  such 
prices  are  higher  than  competing  resort  areas.  Such  other 
areas,  located  in  the  Caribbean,  Mediterranean  or  farther 
Pacific  reaches,  may  not  be  accessible  (and  thus  comparable) 
to  this  group. 

The  complex  problem  of  costs  to  the  visitor  is  portrayed  by 
the  figures  contained  in  Tables  26  and  27  which  show  statis¬ 
tically  what  is  happening  to  visitor  expenditures.  It  will 
be  noted  that  while  visitor  expenditures  per  visitor  day 
(Table  26)  have  risen  from  $28.00  in  1951  to  $37.00  in  1963, 
the  visitor  expenditures  in  total  per  arrival  have  declined 
(Table  26)  from  a  level  of  $562.  in  1951  to  $425.  in  1966. 

The  pattern  described  earlier  of  lower-income  groups  visit¬ 
ing  Hawaii  is  reflected  in  such  figures. 

There  is  no  doubt  that  costs  to  the  visitor  are  rising  in 
Hawaii.  To  what  extent  this  is  so  remains  to  be  determined. 
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Table  26  ESTIMATED  VISITOR  EXPENDITURES ,  HOTEL  PAYROLL,  AIR  FARES, 

AND  SELECTED  PRICE  INDEXES,  FOR  HAWAII:  1951  TO  1966 
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Table  27  VISITOR  EXPENDITURE  AND  HOTEL  PAYROLL  RATIOS,  FOR  HAWAII:  1951  TO  1966 
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records,  and  data  on  wages  of  hotel  and  rooming  house  employees  in  the  Hawaii  Department 
of  Labor  and  Industrial  Relations,  Employment  and  Payrolls  in  Hawaii,  1951-1966. 
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An  examination  of  the  Hawaiian  vacation  cost  index  (which  is 
regrettably  incomplete)  and  the  Honolulu  consumer  price  index, 
both  of  which  are  contained  in  Table  26,  will  provide  some  in¬ 
dication  of  the  magnitude  of  the  whole  rising  cost  structure 
although,  as  mentioned  earlier,  these  indexes  are  considerably 
out  of  date. 

As  will  be  subsequently  discussed,  a  viable  and  growing 
Hawaiian  tourist  industry  will  be  of  direct  and  increasing 
benefit  to  other  areas  in  the  Pacific  basin  which  seek  to 
expand  their  own  tourist  industries.  Paradoxically,  and 
having  the  opposite  effect,  it  may  be  speculated  that  contin¬ 
uing  increases  in  price  levels  in  Hawaii  -  which  may  det¬ 
rimentally  affect  the  state's  tourist  industry  -  may  divert 
rather  than  limit  the  flow  of  Paci fi c- bound  visitors.  If 
other  Pacific  destination  areas  are  able  to  maintain  reason¬ 
able  price  levels,  other  things  being  equal,  they  should  be 
able  to  benefit  accordingly. 


63 


CHAPTER  FOUR 


Current  Patterns  of  Investment  in  the  Tourist  Industry 

The  best  indicator  of  the  volume  of  investment  being  directed 
toward  the  provision  of  tourist  facilities  and  related  serv¬ 
ices  is  provided  by  statistics  relating  to  current  levels  of 
hotel  construction  activity.  Although  hotel  construction 
does  not  represent  the  only  form  which  investment  in  the 
tourist  industry  may  take,  it  is  by  far  the  most  important, 
particularly  with  respect  to  that  part  of  the  industry  con¬ 
cerned  with  tourists  attracted  from  other  nations.  Areas 
other  than  Hawaii  in  the  Pacific  are  able  to  classify  almost 
all  visitors  as  "international".  The  funds  which  such 
visitors  bring  with  them  and  spend  in  an  area  represent  a 
source  of  foreign  exchange  to  that  area.  Today,  American 
visitors  represent  a  significant  portion  of  total  visitors  - 
and  a  significant  source  of  foreign  exchange  -  to  most 
Pacific  areas  (refer  to  Tables  32  and  33).  Investment  in  hotel 
and  carrier  fleet  facilities  thus  provides  one  means  of 
improving  a  nation's  foreign  exchange  position. 

Projections  of  requirements  for  hotel  facilities  are  usually 
based  upon  estimates  of  the  number  of  days  visitors  are 
expected  to  stay  in  an  area  in  a  given  period.  It  was  noted 
earlier  that  while  total  numbers  of  visitors  to  Hawaii  have 
increased  markedly  throughout  the  years  (at  an  average  annual 
rate  of  19  percent  compounded  annually  between  the  years  1951 
and  1966),  the  length  of  stay  of  the  average  visitor  has 
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declined.  Indeed,  in  1951,  when  a  large  percentage  (44%) 
of  Hawaii's  visitors  came  by  ship,  the  average  length  of 
stay  in  the  islands  was  25  days.  In  1967,  however,  when 
95  percent  of  the  visitors  to  the  state  came  by  air,  the 
average  length  of  stay  of  all  visitors  was  about  10  days.g5 
When  the  opposing  effect  of  such  a  decline  is  taken  into 
consideration,  Hawaii's  real  visitor  volume  increased 
between  1951  and  1967  at  an  annual  rate  of  approximately 
15  percent  per  year,  compounded  annually. 

Using  data  such  as  presented  above,  the  Hawaii  Visitors 
Bureau  estimated  in  1967  that  an  additional  20,000  hotel 
rooms  would  be  required  in  the  state  by  1975,  bringing 
the  total  inventory  of  hotel  rooms  in  the  islands  to  some 
40,000.^7  The  40,000  hotel  rooms  would  be  required  to 
accommodate  a  projected  volume  of  2.5  million  visitors  to 
the  islands  in  that  year.  3g 

In  making  its  projections,  the  Hawaii  Visitors  Bureau 
expressed  considerable  doubt  as  to  whether  sufficient 
financial  resources  could  be  obtained  to  develop  the 
required  number  of  hotel  units  within  the  designated  period. 


35  Department  of  Planning  and  Economic  Development, 

State  of  Hawaii,  The  Economy  of  Hawaii  (Honolulu: 

DPED ,  1  969  )  p.  48. 

36  Ibid.  Real  visitor  volume  refers  to  number  of  visitor- 

days  spent  in  the  islands  in  a  given  period. 

37  Ibid. 

38  Ibid. ,  p.  49.  Number  of  visitor-days,  average  length 

of  stay  are  not  projected  for  1975  in  sources 
given. 
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In  addition,  doubt  was  expressed  as  to  whether  sufficient 
human  resources  could  be  obtained  both  to  build  the  required 
structures  and  to  operate  them  upon  compl eti on . 

It  is  interesting  in  light  of  the  above  estimates  to  note 
that  by  late  1968,  firm  plans  with  specific  completion  dates 
had  been  announced  by  hotel  chains  and  their  developers 
sufficient  to  raise  the  inventory  of  hotel  rooms  in  the  state 
to  37,940  by  1  9  70.  ^ Q  Additional  units  have  been  announced 
without  firm  completion  dates  which  would  bring  the  state's 
inventory  to  some  52,492  rooms  -  representing  12,492  rooms 
in  excess  of  the  estimated  needs  by  1975.  ^  Developers  and 
hotel  operators  are  obviously  of  a  more  optimistic  inclina¬ 
tion  than  are  the  statisticians  employed  by  the  Hawaii 
Visitors  Bureau. 

The  number  of  hotel  rooms  existing  and  planned  in  the  state 
as  at  the  end  of  1968  is  shown  on  Table  28.  It  will  be  noted 
that  although  the  capital  island  of  Oahu  continued  to  dom¬ 
inate  the  outer  islands  by  sheer  numbers  of  rooms,  the  island 
of  Hawaii  will  witness  proporti onately  greater  expansion  in 
tourist  facilities.  In  fact,  the  percentage  increases  which 
Oahu,  Hawaii,  Maui  and  Kaui  will  experience  will  be  89,  422, 
155  and  281  respecti vely . 

39  Ibid. 

40  Ibid. 

41  Ibid. 

42  Refers  to  increase  of  hotel  room  inventory  over  that  exis 
ting  at  the  end  of  1968.  Maui  includes  Molokai  and  Lanai 
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Table  29  presents  an  indication  of  the  way  in  which  Hawaii's 
hotel  room  inventory  has  grown  throughout  the  years  1946  to 
1968.  It  will  be  noted  that  the  outer  islands  (all  islands 
except  Oahu)  listed  a  hotel  room  inventory  at  the  end  of 
1968  which  was  greater  than  that  for  the  entire  state  as 
recently  as  1958. 

Considering  the  predictions  of  the  Hawaii  Visitors  Bureau 
and  comparing  the  state's  requirements  through  1975  with 
the  plans  of  developers  in  adding  to  existing  hotel  room 
inventory  during  the  same  period,  it  will  be  interesting 
to  observe  the  percentage  of  occupancy  rates  which  will 
develop.  Such  rates  for  recent  years  are  presented  on 
Table  30.  It  is  readily  apparent  that  they  are  continuing 
to  maintain  a  healthy  profile  throughout  the  state,  parti¬ 
cularly  on  the  island  of  Oahu.  If  a  decline  in  occupancy 
is  to  be  encountered  as  a  result  of  overbuilding,  then  it 
certainly  had  not  begun  by  the  end  of  1968.  Most  recent 
figures  available  indicate  that  major  hotels  in  the  Waikiki 
area  showed  occupancy  rates  averaging  87  percent  during  the 
first  five  months  of  1969,  down  from  94  percent  for  the  same 
months  of  1968  and  93  percent  in  1967.  Such  figures  may  be 
indicative  of  overbuilding  in  Waikiki.  They  may  also  be 
indicative  of  only  a  short-run  softening  of  percen tage-of- 
occupancy  rates . 


43  Bank  of  Hawaii.  Review  ofBusiness  and  Economic 

Conditions  Vol.  14”  Wo~.  5  (Honolulu,  Hawaii,  1  969)  ,  p.  1. 
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Table  28  NUMBER  OF  HOTEL  ROOMS  IN  HAWAII 

1968,  1969,  1970,  AND  FUTURE  YEARS 

BY  COUNTY 
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Table  29  HOTEL  UNITS  IN  HAWAII,  BY  ISLAND:  1946  TO  1968 
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1.  Estimated  hotel  units  for  July,  1968. 

Source:  Hawaii  Visitors  Bureau,  Annual  Research  Reports  and  Visitor  Plant  Inventory. 

Comparable  data  are  not  available  for  the  neighbor  islands  prior  to  1962. 


Table  30 


PERCENTAGE  OF  OCCUPANCY  OF  HOTEL  ROOMS  IN  HAWAII 


BY  ISLAND:  1959  TO  1967 


Year 

ending 

Dec.  31 

W  a  i  k  i  k  i 

Large^  Smal 1 ^ 

Haw a i i 
Island 

Kauai 

Island 

Maui 

Island 

1959  ... 

88.5 

87.8 

NA 

NA 

NA 

1960  ... 

82.4 

68.2 

NA 

NA 

NA 

1961  ... 

69.7 

70.4 

NA 

NA 

NA 

1962  ... 

75.8 

72.6 

68.0 

64.4 

67.3 

1963  ... 

79.2 

75.6 

69.6 

65.4 

62.7 

1964  ... 

72.8 

76.2 

70.1 

72.3 

65.9 

1965  ... 

82.6 

81.6 

71  .9 

71  .0 

63.9 

1966  ... 

86.0 

81  .  2 

68.  7 

71  .  1 

63.5 

1967  ... 

90.8 

89.8 

71  .  3 

79.4 

71  .  1 

1968  ... 

91  .0 

84.8 

NA 

NA 

NA 

1.  One  hundred  rooms  or  more. 

2.  Less  than  100  rooms. 


Source:  Hawaii  Visitors  Bureau,  annual  reports  and  Bank  of 

Hawaii,  Review  of  Business  and  Economic  Conditions. 
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a.  Hawaii's  land  tenure  problem  -  of  basic  importance  to 


all  investors: 

Many  aspects  of  life  in  the  state  of  Hawaii  are  influenced 
by  the  long-significant  problem  which  began  with  the  Great 
Mahele  or  Great  Land  Division  of  1848  and  which  in  modern 
times  continues  to  plague  all  who  seek  to  acquire  control 
of  the  land  area  in  question  or  of  the  purpose  to  which  it 
is  to  be  put.  The  problem  remains  today  essentially  similar 
to  the  situation  which  was  created  in  1848  when  all  of  the 
land  area  in  the  islands  was  divided  into  extremely  large 
parcels  among  a  very  small  number  of  owners. 

As  will  be  noted  in  a  subsequent  section  of  this  paper,  the 
land  tenure  problem  which  characterizes  Hawaii  is  not  as 
one-sided  as  it  may  first  appear.  With  large  areas  of  land 
under  single  ownership,  investors  who  seek  to  assemble 
sizable  portions  of  land  may  find  such  a  task  much  easier  to 
accomplish  than  would  be  the  case  if  ownership  of  the  same 
areas  were  fragmented.  Control  of  land  use  by  the  state  is, 
for  similar  reasons,  rendered  somewhat  more  efficient  than 
it  would  otherwise  be. 

Aside  from  its  positive  aspects,  Hawaii's  peculiar  land 
tenure  problem  is  of  great  and  increasing  concern  to  all  but 
the  largest  of  investors.  No  large  area  in  the  United  States 
is  more  limited  by  land  shortage  than  is  Hawaii.  The  capital 
island  of  Oahu  (as  measured  by  the  limits  of  the  City  and 
County  of  Honolulu)  has  a  population  density  of  more  than 
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With  much  of 


1  ,030  persons  per  square  mile  of  land  area.^ 
the  island  reserved  for  military  and  other  governmental 
purposes,  the  inhabited  areas  of  Oahu  reflect  an  even  greater 
population  density.^ 

Aside  from  a  shortage  of  land,  the  roots  of  Hawaii's  prob¬ 
lem  are  to  be  found  in  the  fact  that  so  much  of  its  land 
area  is  controlled  by  so  few.  Indeed,  the  six  principal 
private  owners  control  26  percent  of  all  land  area.^6  In 
the  entire  State,  the  Government  -  State,  Federal  and 
County  -  owns  42  percent  of  the  total  land  area.^y 

The  60  largest  private  land  owners  in  Hawaii  -  all  of  whom 
own  a  minimum  of  5,000  acres  -  by  controlling  46  percent  of 
the  total  land  areas  in  the  State,  own  about  four  times  as 
much  land  as  all  the  rest  of  the  private  owners  (some 
60,000)  combined. And  to  worsen  the  situation,  the  60 
largest  land  owners  have  been  fairly  successful  in  avoiding 
property  taxes  at  levels  commensurate  with  the  value  of 
their  holdings,  thus  shifting  the  burden  to  income  tax.^g 


44  Figures  relate  to  population  as  at  March  31,  1967. 

Source:  DPED  Data  Book. 

45  William  P.  Lineberry,  ed..  The  New  States:  Alaska  and 
Hawaii  (New  York:  The  H.  W.  Wilson  Company,  1  963)  ,  pT  68. 

46  Ibid. 

47  Robert  H.  Horwitz  and  Norman  Heller,  Land  &  Politics  in 
Hawaii  (Honolulu:  University  of  Hawaii  Press ,  1966) 

p.  10. 

48  Ibid. 

49  Lineberry,  The  New  States,  p.  69.  A  3.5  percent  surtax 
is  levied  in  Hawaii  on  all  forms  of  business  activity 
including  artists',  writers'  and  musicians'  fees  and 
royal  ties . 
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Hawaii's  peculiar  land  tenure  system  has  been  perpetuated  by 
the  practice  of  the  large  land  owners  of  leasing  their  land 
-  rather  than  selling  it  outright  -  to  those  who  would 
either  develop  it  or  use  it  for  agricultural  purposes.  Al¬ 
though  lease  arrangements  vary  widely,  typical  land  leases 
cover  a  term  of  55  years  and  provide  that  every  10  years  the 
terms  of  the  lease  may  be  renegotiated  upward.  ^ 

Two  historically  detrimental  facts  have  emerged  from  the 
leasing  practices  of  the  large  land  owners.  Firstly,  many 
businesses  have  been  reluctant  to  launch  major  projects  of  a 
long  term  nature  on  land  which  they  cannot  own  and  on  which 
they  face  upward  renegotiation  of  lease  terms.  The  devel¬ 
opments  which  are  made  on  leased  land  have  often  in  past 
been  strongly  lacking  in  arch i tectu ra 1  or  other  aesthetic 
qualities. 

Although  blame  for  Waikiki's  high  density  and  comparative 
lack  of  arch i tectural  quality  has  been  attributed  in  past  to 
the  fact  that  large  areas  of  Waikiki  are  leased  to  devel¬ 
opers,  the  strength  of  this  argument  has  declined  consid¬ 
erably  in  recent  years.  It  is  now  becoming  increasingly 
common  in  large  cities  in  both  the  United  States  and  Canada 
for  developers  to  assemble  large-scale,  high-quality  devel¬ 
opments  on  land  which  they  own  only  in  part,  if  at  all.  In 
times  of  restricted  capital  availability,  the  inducements 
necessary  to  attract  financial  institutions  which  advance 


50  Ibid. 


required  mortgage  funds  often  include  a  partial  or  total 
grant  of  ownership  of  the  land  involved  to  the  mortgagee 
with  the  developer  leasing  back  his  interest  therein  for 
a  specified  period.  Many  high  quality  developments  are 
continuing  to  be  executed  under  arrangements  of  this  type 


The  second  factor  which  emerges  from  the  large  scale  owner¬ 
ship/leasing  practices  of  landowners  in  Hawaii  is  that  of 
astronomically  inflated  values  which  are  placed  upon  the 
few  remaining  land  areas  which  can  be  purchased.  Fee  simple 
land  is  highly  desirable  to  both  individuals  and  businesses. 
When  its  supply  is  restricted  -  and  in  Hawaii,  its  supply  is 
severely  restricted  -  its  market  price  will  soar.  Fee  sim¬ 
ple  land  is  priced  throughout  most  of  the  islands  by  the 
square  foot  and  in  Honolulu  such  land  zoned  for  apartment/ 
hotel  purposes  commonly  trades  at  prices  ranging  from  $25.00 
to  $60.00  per  square  foot.  ^  One  danger  in  quoting  such 
rates  is  that  they  rapidly  become  outdated.  Disregarding 
the  high  end  of  this  range  which  reflects  the  desirability 
of  ocean  frontage  land  in  the  Waikiki  area,  it  is  noted 


51  Information  for  this  section  is  taken  largely  from  a 
professional  appraisal  report  prepared  for  an  investor 
who  wishes  to  remain  anonymous.  The  parcel  of  land  which 
traded  at  $60.00  per  square  foot  covers  a  total  area  of 
41,383  square  feet  between  the  beach  and  Kalakaua  Avenue 
in  Waikiki.  The  transaction  occurred  in  April,  1964.  At 
the  time  of  the  appraisal,  (October,  1968)  the  average 
sale  price  of  land  zoned  to  allow  apartment/hotel  devel¬ 
opment  -  and  removed  from  the  beach  -  was  in  excess  of 
$25.00  per  square  foot.  The  minimum  sale  price  for  such 
land  found  by  the  appraisers  was  $21.39  per  square  foot 
for  a  small  area  of  3,600  square  feet. 
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that  Honolulu  land  is  valued  at  approximately  $7,500.00  per 
allowable  apartment  unit  under  existing  zoning  regulations, 
a  figure  far  in  excess  of  that  characteri s ti c  of  much  larger 
mainland  cities.ro 

The  overall  composition  of  land  ownership  interests  in 
Hawaii  is  illustrated  by  the  maps  contained  in  Figure  A  and 
by  the  charts  contained  in  Figure  B.  In  conclusion  it  must 
be  emphasized  that  much  of  the  land  which  is  not  under  go¬ 
vernmental  control  or  which  is  not  owned  by  a  few  large  land- 
owners  is  highly  unsuitable  for  either  resort  development  or 
for  agricultural  purposes.  Such  land  areas  are  characterized 
by  a  lack  of  or  an  overabundance  of  water,  unstable  volcanic 
conditions  and/or  precipitous  slopes. ^ 


52  Ibid, 

53  Horwitz  and  Meller,  Land  &  Politics,  p.  9. 
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LAND  OWNERSHIP  AND  CHARACTERISTICS 


b.  Hawaii's  tourist  industry  attracts  large-scale  investors: 


The  sustained  healthy  growth  rate  of  Hawaii's  tourist  indus¬ 
try  has  begun  in  recent  years  to  attract  large  scale  invest¬ 
ment  from  firms  who  in  most  cases  are  not  otherwise  involved 
with  the  tourist  industry.  Announcements  of  substantial 
investments  by  mainland  firms  have  become  commonplace  today 
in  a  state  which  until  recently  regarded  the  construction  of 
a  single  new  hotel  as  a  significant  achievement  in  all  but 
the  Waikiki  area  of  Honolulu. 

While  a  great  deal  of  development  of  individual  hotel  struc¬ 
tures  continues,  particularly  on  the  island  of  Oahu,  we  will 
examine  here  the  nature  of  some  of  the  large-scale,  vert¬ 
ically-integrated  developments  which  have  recently  begun  to 
appear.  Such  developments,  it  will  be  seen,  are  facilitated 
rather  than  hindered  by  Hawaii's  pattern  of  land  ownership. 
They  are  highly  significant  not  only  to  the  future  of  tourism 
in  Hawaii  but  to  that  of  the  tourist  industries  of  all  areas 

in  the  Pacific  basin. rn 

54 

Lured  by  an  increasing  awareness  of  the  potential  offered 
investors  by  "leisure-oriented"  industries,  an  impressive 
number  of  mainland  firms  have  recently  announced  plans  to 
develop  sizable  portions  of  Hawaii's  land  area  into  both 
permanent  resident  and  tourist  accommodation.  Typical  of 


54  Refer  to  Section  III. 
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the  pattern  such  investments  take  is  the  consortium  of  the 
Laurance  S.  Rockefeller,  Eastern  Air  Lines  and  Hawaii's 
Dillingham  corporation  interests  which  recently  formed  the 
Di 1  rock- Eastern  Co.  to  spend  some  $250  million  developing 
12,000  acres  on  the  island  of  Hawaii.  The  combined 
assets  of  the  principals  total  more  than  $1.6  billion  and 
reflect  the  magnitude  of  the  investor  who  is  best  able  to 
take  advantage  of  Hawaii's  peculiar  land  tenure  pattern 
and  assemble  sizable  acreages  for  long-range  comprehensive 
de vel opments . 

The  specifics  relating  to  the  Di 1 rock-Eas tern  development 
are  worthy  of  comment.  A  new  community  is  in  the  process 
of  being  constructed  at  Kawaihae  on  Kamehameha  Cost  of 
Hawaii.  The  project  began  when  Rockefeller's  Olohana 
Corporation  selected  a  barren,  undeveloped  section  of  the 
large  Parker  Ranch  (one  of  the  original  and  largest  land¬ 
owning  estates  in  Hawaii)  and  constructed  the  154  room 
Mauna  Kea  Beach  Hotel  and  golf  course  in  1965.  Typical  of 
the  attitude  of  carriers.  Eastern  Airlines  acquired  an 
interest  in  the  project  (60%)  in  1967  and  began  to  construct 
another  resort,  the  Hapuna  Beach  Hotel  and  golf  course 
immediately  ad j acen t  ,5 7  The  consortium  was  subsequently  formed 

55  "Business  Heeds  Call  of  the  Islands"  Business  Week. 
November  2,  1968,  pp.  58,  59. 

56  Department  of  Planning  and  Economic  Development,  State 
of  Hawaii,  Hawai i  Economi c  Review  (Honolulu:  DPED, 
March-April ,  1969)  p .  5 . 

57  The  material  in  this  section  is  summarized  from  informa¬ 
tion  contained  in  the  Business  Week  article  (footnote  55) 
and  in  the  Hawaii  Economic  Review  ( footnote  56) . 
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and  acquired  control  of  12,000  acres  (all  a  part  of  the 
Parker  Ranch)  extending  inland  to  a  point  near  the  mountain 
village  of  Wai me  a. 

With  initial  construction  focussed  upon  2,000  coastal  acres, 
the  Di 1  rock- Eastern  development  will  eventually  include  both 
detached  and  apartment  style  homes  for  permanent  residents 
and  tourist  accommodation  in  both  coastal  and  mountain  sett¬ 
ings.  Commercial  interests  will  be  accommodated  in  shopping 
areas  and  in  a  commercial  park  set  aside  for  light  industry. 

The  Di 1  rock- Eas tern  development  is  typical  of  many  large- 
scale  real  estate  projects  which  have  been  announced  in 
recent  years.  The  islands  of  Oahu,  Kauai,  Maui,  Hawaii  and 
now,  the  hitherto  neglected  island  of  Molokai  are  all  the 
focus  of  long-range,  large-acreage  developments  aimed  firstly 
at  the  tourist  market  and  secondly  at  attracting  permanent 
residents  into  self-contained,  recreation-oriented  commu¬ 
nities.  The  Dilrock-Eastern  development  is  typical  too  to 
the  extent  that  it  represents  the  combined  talents  and 
resources  of  a  commercial  carrier,  a  development  and  construc¬ 
tion  company  and  a  financier  in  the  form  of  Eastern  Airlines, 
Inc.,  the  Dillingham  Corporation  and  Rockefeller's  Olohana 
Corporation,  respectively.  As  will  be  noted  below,  other 
large  projects  are  strikingly  similar  in  both  conception  and 
in  the  characteristics  of  their  backers. 

Two  recreation  developments  have  recently  been  announced  for 
the  islands  of  Maui  and  Molokai.  Both  resort  complexes  will 
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be  created  on  undeveloped,  beach-f ri nged  land  and  both  carry 
special  significance  for  the  future  of  Hawaii's  tourist 
industry.  The  Molokai  development,  to  cover  6,800  acres  at 
a  projected  cost  of  $243.6  million,  will  be  a  joint  venture 
of  Molokai  Ranch,  Ltd.  and  the  Louisiana  Land  and  Exploration 
Co.  of  New  Orleans.  The  ultimate  ownership  of  the  land 

b  o 

area  involved  will  be  split  evenly  between  the  two  principals 
and  the  development  will  be  managed  by  a  newly-formed 
Hawaiian  company,  the  Kaluakoi  Corporation.  To  be  known  as 
"Vacation  City",  the  Molokai  development  is  slated  to  provide 
some  4,000  hotel  rooms  for  visitors  and  to  accommodate  a 
resident  population  of  more  than  30,000.  This  resort  will 
be  the  closest  of  Neighbor  Island  vacation  areas  to  Honolulu, 
lying  but  25  air  miles  to  the  south-east.  It  is  particularly 
significant  in  that  Molokai  is  a  comparatively  barren  island, 
used  to  some  extent  for  agricultural  purposes  and  inhabited 
by  few  residents  other  than  those  at  the  permanent  leper 
colony  on  the  island's  north  shore  and  those  employed  in  the 
pineapple  growing  or  ranching  industries. 

The  Maui  development,  though  smaller  in  size  than  either  of 
those  previously  described,  is  impressive  from  any  point  of 
view.  To  be  known  as  "City  of  Flowers",  this  development 
will  cover  a  total  of  1,500  acres  at  Wailea  on  Maui.  Of  a 


58  All  material  descriptive  of  the  Moloai  and  Maui  devel¬ 
opments  is  taken  from  the  Business  Week  article  (foot¬ 
note  55)  and  from  the  Hawaii  Economic  Review  (foot¬ 
note  56) . 
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higher  density  than  either  the  Dilrock -Eastern  or  the 
Molokai  developments,  "City  of  Flowers"  is  expected  to 
involve  a  total  expenditure  of  some  $850  million  by  its 
principals.  The  total  acreage  of  the  development  is  owned 
by  one  of  the  principals,  Alexander  &  Baldwin,  Inc.,  a 
Hawaiian  concern  with  interests  reaching  into  many  facets 
of  the  islands'  economy,  particularly  sugar,  pineapple  and 
navigation  (Alexander  &  Baldwin  recently  acquired  a  92.6 
percent  interest  in  Matson  Navigation  Lines,  the  major 
freight  and  passenger  line  serving  the  state).  ^  The  other 
party  to  the  project  is  Grosvenor  International,  a  company 
responsible  for  the  international  management  and  operation 
of  the  extensive  Grosvenor  Estate  landholdings.  We  thus 
find  in  the  principals  of  the  "City  of  Flowers"  development 
a  pattern  not  unlike  that  of  the  Di 1  rock- Eastern  development. 
A  Hawaiian  company  which  in  this  case  also  controls  a  large 
carrier  and  transportation  concern  has  linked  itself  to  an 
experienced  developer  of  real  estate. 

The  nature  of  the  "City  of  Flowers"  project  illustrates  a 
prime  long-term  advantage  offered  the  large-scale  investor 
by  the  fact  that  Hawaii's  land  areas  remain  closely  held  by 
a  few  large  estates.  Land  assembly  for  projects  such  as 
"City  of  Flowers"  or  either  of  the  others  discussed  above 
would  be  difficult  if  not  impossible  in  most  areas  of  the 


59  Moody's  Industrial  Index.  In  March,  1969,  Alexander  & 
Baldwin  acquired  all  outstanding  stock  in  Matson, 
making  it  a  wholly-owned  subsidiary. 
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world  today.  Without  governmental  assistance,  the  cost  and 

complexity  of  assembling  large  areas  of  land  in  other  tourist 

destination  areas  would  preclude  comprehensive  projects  of 

the  "City  of  Flowers"  type.  Indeed,  it  is  one  of  the  basic 

recommendations  of  this  study,  that  other  nations  and  areas 

in  the  Pacific  basin  which  seek  to  stimulate  the  development 

of  their  own  tourist  industries,  attempt  through  government 

action  to  assemble  large  acreages  and  to  attract  interests 

such  as  those  now  developing  large-scale  resort  properties 

in  Hawai i . rn 
bl) 

The  "City  of  Flowers"  type  of  project  may  prove  to  be  an 
effective  answer  to  the  increasingly  common  criticism  that 
Hawaii  (in  particular,  the  Waikiki  area  of  Honolulu)  is 
becoming  overcrowded  and  excessively  commercialized.  Unlike 
the  di ffi cul t- to- control  environment  provided  by  an  agg¬ 
regation  of  the  individual  small  scale  developments  such  as 
characterize  the  Waikiki  area,  "City  of  Flowers"  (and  most 
of  the  other  large-scale  comprehensive  developments  discussed 
in  these  pages)  will  cover  a  site  that  is  singly-owned  and  as 
yet  totally  undeveloped.  Without  the  constraints  imposed  by 
existing  roads,  utilities  and  the  rights  of  adjacent  owners, 
the  planners  of  such  a  project  are  able  to  preserve  and  en¬ 
hance  an  aesthetically-pleasing  environment  without  much 
di  f  f i  cul  ty . 

The  possibilities  inherent  in  a  project  such  as  "City  of 


60  Refer  to  Section  III,  d. 
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Flowers"  would  doubtlessly  appeal  to  anyone  involved  in  the 

planning  or  development  of  real  estate: 

When  completed  in  1985,  the  Wailea  project  will 
provide,  its  developers  say,  11,000  accommodation 
units  plus  8,000  apartment  and  residential  units. 
Employment  for  12,500  persons  is  envisioned. 

"Wailea  Pua  Kuleana",  or  "The  City  of 
Flowers",  will  have  no  high-rises  and  all  structures 
will  be  compatible  with  the  terrain.  Emphasis  will 
be  placed  on  abundant  foliage,  flower-filled  plazas, 
flower-bordered  walkways  and  the  use  of  pools. 

No  automobile  traffic  will  be  permitted 
in  the  center  of  the  city,  although  transportation 
will  be  provided.  A  standard  18  hole  golf  course 
will  form  an  integral  part  of  the  design.  ^ 

Projects  of  the  "City  of  Flowers"  type  may  well  give  Hawaii 

a  significant  long-term  advantage  in  attracting  tourists  in 

a  world  of  increasingly-crowded  vacation  areas. 


Elsewhere  on  the  island  of  Maui,  development  of  the  already 
well  established  Kaanapali  area  is  proceeding  with  major 
new  hotels  and  additions  to  existing  hotel  facilities  planned 
or  under  way.  Amfac,  Inc.,  the  major  landowner  in  the 
Kaanapali  area  has  developed  a  major  resort  complex  largely 
by  cooperating  with  hotel  chains  and  individual  entrepreneurs 
who  have  sought  to  establish  in  this  area  which  has  rapidly 
grown  into  Hawaii's  second  most  important  destination  area  in 
terms  of  concentration  of  accommodation  facilities.  By  invest¬ 
ing  in  specialized  recreational  attractions,  (Amfac  is  now  in 
the  process  of  completing  its  second  18  hole  golf  course) 
the  company  has  been  able  to  attract  both  hotel  builders  and 


61  DPED,  State  of  Hawaii,  Hawaii  Economic  Review,  p.  3. 
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home  builders  to  Kaanapali  and  thus  pool  the  resources  of 

a  large  number  of  concerns  to  establish  the  area.  And  with 

Kaanapali  the  major  focus  of  visitor  attention  on  Maui,  their 

success  can  be  measured  by  the  expansion  plans  of  those 

firms  already  established  in  the  area,  the  plans  for  new 

construction  by  those  who  have  announced  intentions  to  build 

and  by  the  fact  that  visitors  to  Maui  county  increased  from 

61,000  in  1962  to  263,000  in  1  9  6  7.  _ 0  Since  1960,  visitor 

62 

accommodation  facilities  in  Maui  county  have  increased  more 
than  600  percent. 

Elsewhere  in  the  islands,  large  scale  development  plans  follow 
the  pattern  set  by  those  discussed  above.  In  most  cases,  an 
established  Hawaiian  firm  in  control  of  large  areas  of  land 
is  linked  to  a  mainland  firm  or  firms,  one  of  which  is 
usually  involved  with  carrier  and/or  resort  operations.  On 
the  island  of  Hawaii,  plans  were  recently  announced  by 
C.  Brewer  &  Co.,  one  of  the  oldest  large  companies  in  the 
islands,  to  develop  a  new  $300  million  vi s i tor- or i ented 
complex  in  the  hitherto  undeveloped  Kau-South  Point  of  the 
island.  The  Brewer  development,  though  it  will  be  in  an 
area  previously  undeveloped  for  tourist  purposes,  will 
re suit  in  tourist  facilities  being  located  amongst  the 
company's  vast  agricultural  activities  in  the  area.  With 


62  Ibid,  p.  5. 
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20,000  acres  in  sugar  cane,  1,250  in  macadamia  nuts,  100  in 
citrus  and  a  15,000  head  cattle  ranch.  Brewer  officials 
have  proceeded  carefully  in  the  planning  stages  of  the  Kau 
project  to  ensure  that  such  operations  are  not  hindered  in 
any  way  by  the  new  devel opment . ^  Contrary  to  what  might 
have  been  expected,  the  company  has  announced  that  agri¬ 
cultural  activities  are  not  to  be  cut  back  in  the  Kau 
region  and  that  they  may  even  be  expanded  co- incident  with 
the  tourist  facility  development. 

The  Brewer  plans  also  call  for  additional  visitor  facilities 
to  be  developed  in  the  Hilo  Bay  area  of  the  island  of  Hawaii 
and  in  the  volcano  area  to  the  south.  With  Hilo  providing 
Hawaii's  second  international  air  terminal  (direct  Hilo- 
mainland  jet  flights  were  inaugurated  in  1967),  the  company 
hopes  to  provide  complete  visitor  facilities  covering  a  wide 
area  of  the  "Big  Island"  to  tie  in  with  their  major  offerings 
in  the  Kau  area.  Like  the  other  developments  discussed 
above,  the  Kau  project  will  include  a  large  area  (6,000  acres) 
in  vacation  home  condominiums  and  in  "orchard  estates"  for 
permanent  residents.  It  is  projected  that  the  population  of 
Kau  will  reach  approxi matel y  42,000  by  1982,  the  target  date 
for  completion  of  the  project. 


64  Ibid. 

65  Ibid.  ,  p . 4 . 
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The  island  of  Hawaii  is  also  the  focus  of  attention  of  a 
newly-formed  consortium  of  Inter-Island  Resorts,  the  Finance 
Investment  Company  of  Honolulu  and  Continental  Airlines  which 
is  in  the  process  of  planning  new  visitor  facilities  in  the 
famous  Kailua-Kona  coastal  area.  This  group  plans  to  develop 
Islander  Inns  throughout  the  state  to  cater  to  what  it  con¬ 
siders  to  be  the  f as tes t- growi ng  segment  of  Hawaii's  tourist 
trade,  the  budget-minded  visitor.  Again,  the  resources  of  a 
carrier,  a  resort  operator  and  a  development/financial  organi¬ 
zation  have  been  brought  together  for  long-term  visitor 
facility  development.^  Islander  Inns  will  be  developed  as 
clusters  of  low-rise  buildings  with  each  guest  unit  designed 
to  provide  for  multiple  occupancy.  Room  rates  will  be  the 
same  for  one  to  four  persons. 

The  island  of  Kauai  is  not  without  its  major  projects  com¬ 
parable  to  those  announced  and  underway  on  Maui  and  Hawaii. 

The  Eagle  County  Development  Corporation,  a  subsidiary  of 
Consolidated  Oil  and  Gas  Inc.  of  Colorado,  recently  announced 
plans  to  proceed  with  Hawaii's  Amfac,  Inc.  to  purchase  the 
Princeville  ranch  located  in  what  is  often  credited  as  being 
one  of  the  most  naturally  beautiful  areas  in  all  of  Hawaii. 
Although  detailed  plans  for  the  Princeville  development  have 
not  yet  been  announced,  it  is  known  that  its  principals  plan 


66  Ibid.  ,  p.  5. 
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to  construct  both  tourist  facilities  and  homes  for  permanent 

residents.  Princeville  will  focus  upon  providing  second 

homes  for  retired  persons. r_ 

o  / 

The  capital  island  of  Oahu,  though  densely  populated  in  the 
metropolitan  Honolulu  area,  is  still  the  hub  of  Hawaii's 
tourist  industry  and  the  locale  in  which  most  smaller  inves¬ 
tors  have  found  opportunities  to  develop  further  the  state's 
tourist  "plant".  Most  development  on  Oahu  has  been  of 
individual  buildings  and,  until  recently,  no  large  land 
holdings  comparable  to  those  on  the  outer  islands  described 
above  have  been  slated  for  development  into  tourist/residen¬ 
tial  complexes. 

Oahu's  Makaha  Valley  on  the  Leeward  side  of  the  island,  a 
notable  exception,  is  currently  being  transformed  into  a 
resort/residential  complex  for  an  estimated  25,000  vaca¬ 
tioners  and  residents.  Like  the  major  developments  on  the 
outer  islands,  the  Makaha  Valley  project  is  a  partnership 
arrangement,  in  this  case  between  local  developer  Chinn  Ho 
and  the  mainland  interests  of  the  Weyerhaeuser  family. 

Having  been  highly  successful  with  other  projects  in  Hawaii 
(Waikiki's  Ilikai  condominium/hotel  is  one  such  project  on 
which  these  principals  joined  forces  with  the  Western 
International  Hotels  Company),  the  Makaha  Valley  Development 
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with  5,200  acres  under  control,  represents  the  largest 
Project  the  two  interests  have  undertaken  to  date.^g 

The  interest  which  the  Weyerhaeuser  group  has  shown  in 
Hawaii  is  illustrative  of  a  growing  trend  which  is  reflected 
by  many  large  corporations  investing  in  businesses  and/or 
property  in  Hawaii  within  the  past  two  to  three  years.  In 
most  cases,  such  investments  are  made  with  an  awareness  of 
the  tourist/recreation  market  potential  which  the  state 
offers.  As  such,  these  investments  are  usually  unrelated  to 
the  company's  main  spheres  of  business  activity.  As  many  of 
the  most  obvious  opportunities  in  Hawaii  and  on  the  North 
American  mainland  are  developed  by  corporate  interests  seek¬ 
ing  recreation-oriented  diversification,  it  is  conceivable 
that  other  areas  in  the  Pacific  basin  will  find  it  increas¬ 
ingly  easy  to  attract  such  capital. 

In  addition  to  the  companies  which  have  been  noted  above,  a 
number  of  others  have  recently  announced  or  executed  plans 
to  direct  sizable  investments  into  Hawaii's  economy.  The 
Boise  Cascade  Corp.  through  a  subsidiary  has  announced  that 
it  plans  to  develop  approxi mately  31,000  acres  which  it  will 
purchase  from  the  Parker  Ranch  on  the  northwest  coast  of  the 
island  of  Hawaii.  Again,  a  resort/residential  complex  is 
called  for  with  Boise  Cascade  itself  expecting  to  invest  some 
$250  million  in  the  devel opment .59 

68  DPED,  State  of  Hawaii,  Hawaii  Economic  Review,  p.  5. 

69  "Business  Heeds  Call  ...  ",  Business  Week,  p.  58. 


Signal  Cos.,  Inc.  is  in  the  early  planning  stages  of  a 
development  on  the  island  of  Hawaii  involving  some  36,000 
acres  of  the  Parker  Ranch  and  an  additional  18,000  acres 
which  it  plans  to  lease  from  the  Bishop  Estate.  The  purchase 
of  the  Parker  lands  is  reported  to  involve  some  $41  million 
which  will  give  the  Signal  interests  a  start  on  what  is  fore¬ 
cast  to  be  a  development  of  some  7,000  to  10,000  residential 
units  of  various  types  in  addition  to  large-scale  tourist 
accommodat i on . 

The  many  corporate  newcomers  which  have  recently  appeared  in 
Hawaii  join  a  comparatively  small  group  of  firms  who  have 
established  their  interests  in  the  islands  throughout  the  past 
two  decades.  The  earlier  arrivals  include  Kaiser  Industries 
Corp. ,  U.  S.  Plywood  -  Champion  Papers,  Inc.,  Equitable  Life 
Assurance  Society  of  the  U.  S.,  the  Weyerhaeuser  Family 
Associates  and  the  Rockefeller  interests. ^ 
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c.  Moves  toward  vertical  integration  in  Hawaii's  tourist 


industry: 

An  official  of  a  Canadian  charter  airline  which  provides  both 
charter  (affinity)  and  inclusive  tour  service  to  the  state 
of  Hawaii  has  indicated  to  the  writer  that  carriers,  whether 
they  be  charter  or  regularly  scheduled,  are  finding  it  in¬ 
creasingly  important  to  have  some  real  measure  of  control 
over  the  availability  of  hotel  space  for  their  passengers . 
With  hotel  occupancy  rates  maintaining  high  levels  through¬ 
out  the  islands,  it  has  become  increasingly  difficult  for 
carriers  or  their  agents  to  arrange  suitable  accommodation 
for  passengers  and  to  be  confident  that  such  arrangements 
as  are  made  will  satisfy  their  demand.  This  problem  is 
accentuated  for  charter  carriers  who  find  it  desirable  to 
accommodate  large  numbers  of  passengers  under  one  roof  and 
who  must  move  blocks  of  guests  (as  large  as  200  persons  and 
potentially  as  large  as  490  persons  with  the  advent  of 
large  “jumbo  jet  aircraft"  in  1969)  into  and  out  of  a  hotel 
at  one  time. 

Regularly  scheduled  carriers  seldom  encounter  accommodation 
problems  as  directly  as  do  the  charter  carriers.  Travel 
agents  who  act  on  behalf  of  such  carriers  perform  a  reserva¬ 
tion  sorting  function,  thus  ensuring  that  the  needs  and 


72  R.  J.  Culkin,  Vice  President,  Wardair  Canada  Ltd., 
private  interview  held  in  offices  of  the  company, 
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tastes  of  passengers  are  met  as  closely  as  possible.  Here, 
too,  however,  high  occupancy  rates  are  beginning  to  have  a 
detrimental  effect  upon  the  overall  level  of  service  which 
travel  agents  can  offer  their  clients.  Empty  seats  on 
flights  bound  for  Hawaii  may  result  today  from  the  fact  that 
would-be  passengers  have  been  unable  to  secure  reservations 
for  accommodation  to  their  liking.  Such  empty  seats  usually 
represent  a  postponement  -  rather  than  a  cancellation  -  of 
holiday  plans.  Moves  by  carriers  of  both  types  to  acquire 
effective  control  over  accommodation  facilities  at  locations 
served  by  their  fleets  can  logically  be  expected  to  increase 
as  high  occupancy  rates  develop  and  are  sustained  in  resort 
areas.  Looking  ahead,  such  carriers  are  realizing  ever  more 
clearly  that  fleet  capacity  is  of  little  importance  if  pass¬ 
engers  cannot  be  properly  accommodated  at  the  point  of  des¬ 
tination. 

A  move  by  Wardair  Canada  Ltd.  to  acquire  controlling  in¬ 
terest  in  a  Waikiki  Beach  hotel  is  indicative  of  strategy 
being  taken  by  virtually  all  carriers  now  serving  Hawaii 
and  many  who  aspire  to  do  so.  As  was  noted  earlier.  Eastern 
Air  Lines,  Inc.  has  joined  forces  with  other  interests  in 
order  to  develop  a  sizable  new  resort/residential  complex 
on  the  Kamehameha  Coast  of  the  island  of  Hawaii.  Eastern 
Air  Lines  does  not  now  serve  Hawaii  and  no  authority  has  yet 
been  granted  for  it  to  do  so  in  future.  The  company  is,  how¬ 
ever,  optimistic  that  the  federal  administration's  desire  to 
appoint  a  new  carrier  to  serve  Hawaii  from  Eastern  and  Mid- 


. 

' 


western  terminals  will  give  it  a  right  to  add  Hawaii  to  its 
routes.  It  would  appear  that  Eastern  is  in  a  favorable 
bargaining  position  when  it  is  noted  that  President  Mixon 
recently  reversed  a  decision  of  the  former  administration  to 
allow  both  Braniff  and  Continental  airlines  to  serve  Hawaii, 
advising  the  Civil  Aeronautics  Board  that  a  carrier  should 
be  recommended  to  serve  Hawaii  from  Eastern  and  Midwestern 
terminals  rather  than  from  Southern  and  Western  terminals 
as  would  have  been  the  case  under  the  original  grants  (refer 
to  appendi ces ) . 

Continental  Airlines,  although  precluded  for  the  foreseeable 
future  from  providing  service  to  Hawaii,  has,  as  noted  earl¬ 
ier,  joined  forces  with  other  Hawaiian  interests  to  develop 
resorts  throughout  the  state.  With  such  development  already 
underway,  the  firm  has  brought  suit  against  the  federal 
administration  in  the  U.  S.  Court  of  Appeals,  charging  that 
the  intervention  which  overruled  the  former  CAB  grants  in 
favor  of  Continental  serving  Hawaii,  was  illegal. ^  Until 
its  route  grants  to  Hawaii  are  reinstated.  Continental  will 
be  a  carrier  with  interests  in  resort  property  and  their 
operations  in  an  area  which  its  planes  do  not  serve. 

Another  form  of  vertical  integration  is  evident  in  the  opera¬ 
tions  of  American  International  Travel  Service,  Inc.  (com¬ 
monly  referred  to  as  AITS).  Mentioned  earlier  in  this  study, 

73  "Pacific  Air-route  Expansion  Deflated"  Business  Week,  April 
19,  1969,  p.  101.  The  full  text  of  this  article  is  quoted 
in  Appendix  v • 

74  Ibid. 
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AITS  is  an  inclusive  tour  operator  which  has  grown  to 
become  a  corporation  of  some  substance  largely  on  the 
strength  of  the  inclusive  tour  package  it  offers  to  Hawaii. 
Although  the  company  is,  in  effect,  a  specialized  type  of 
travel  agent,  it  has  found  it  advantageous  to  seek  to 
control  resort  property  of  its  own.  Accordingly,  it 
announced  in  its  1968  Annual  Report  that  arrangements  had 
recently  been  completed  and  construction  was  then  underway 
on  a  $14  million,  600  plus  room  hotel  on  Waikiki  Beach  in 
Honol ul u . 70 

AITS  is  moving  quickly  to  control  additional  hotel  facil¬ 
ities  in  the  islands.  It  recently  announced  that  the  first 
stage,  consisting  of  275  guest  rooms  and  convention  facil¬ 
ities,  of  what  is  to  become  a  500  room  $8  million  hotel 
facility  in  the  Kaanapali  area  of  Maui  ,  would  be  completed 
by  January,  1970. 77 

The  philosophy  of  AITS  management  which  has  prompted  the 
company  to  integrate  vertically  in  touri s t- rel ated  indus¬ 
tries  is  perhaps  typical  of  such  philosophy  among  other 
companies  following  similar  strategies: 

Sweeping  changes  in  America's  social  and  economic 
life  have  led  to  the  emergence  of  a  group  of  service 
industries  based  on  rising  incomes  and  increased 
leisure  time.  Known  as  leisure  time  industries,  such 
broad  areas  as  air  travel,  hotel s , entertai nment , 


75  AITS,  Inc.,  Annual  Report  1  968  (Boston,  1968),  p.  2. 
Refer  also  to  page  of  this  study. 

76  Ibid. 


77  DPED,  State  of  Hawaii,  Hawaii  Economic  Review,  p.  3. 


cruises,  the  restaurant  business  and  similar  enter¬ 
prises  are  growing  at  unusually  rapid  rates. 

.  .  .  AITS'  swift  rise  to  the  number  one  position 
among  tour  operators  is  a  clear  illustration  of  the 
economic  implications  of  the  leisure  time  phenomenon. 

.  .  .  Management  remains  convinced  the  leisure  time 
industries  represent  a  broad  spectrum  of  economic 
activity  in  which  AITS'  capabilities  can  be  profit¬ 
ably  implemented  -  not  only  in  the  package  tour 
field,  but  in  a  host  of  other  enterprises  as  well. 

Significant  steps  have  already  been  taken  in  that 
direction  and  will  continue  -  through  internal  de¬ 
velopment,  joint  ventures  and  acquisitions.  These 
steps  will  enable  us  to  gain  increasing  control  over 
the  quality  of  our  products  and  to  capitalize  on 

high  profitability  situations  as  they  arislT  ["em¬ 

phasis  mine.) 

/  o 

The  rationale  which  has  led  to  such  forms  of  vertical 
integration  as  have  been  discussed  in  these  pages  is  per¬ 
haps  best  illustrated  by  this  quotation. 


78  AITS,  Inc.,  Annual  Report  1968,  pp.  2,  3. 
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CHAPTER  FIVE 


Vertical  Integration  and  Government  Incentives;  the  Future 

of  the  Industry 


It  is  beyond  the  scope  of  this  paper  to  attempt  to  assess 
the  desirability  from  a  regional  or  national  point  of  view 
of  developing  a  tourist  industry  within  an  area,  state  or 
country.  Numerous  authorities  have  written  at  length 
concerning  the  benefits  which  expansion  of  international 
tourist  trade  can  bring  to  an  economy.  Generally  speaking 
such  benefits  include  foreign  exchange  earnings,  augmented 
local  incomes  and  stimulation  of  local  empl oyment . yg 

Some  estimates  indicate  that  each  dollar  invested 
in  new  tourism  or  recreation  facilities  results  in 
20  or  more  dollars  in  direct  expenditure  annually 
within  an  area.  If  a  multiplier  effect  is  applied 
for  eight  rounds  of  spending,  the  total  effect  on 
the  state's  economy  could  be  set  at  about  $60  per 
dollar  of  i nvestment . gg 

The  development  of  a  viable  tourist  trade  is  assumed  to  be 
a  desirable  goal  throughout  this  section.  Based  upon  trends 
which  have  developed  in  Hawaii's  mature  tourist  industry, 
some  of  which  have  been  discussed  at  length  in  the  preceding 
section,  and  upon  the  emergence  of  verti cal ly- i ntegrated 
tourist  operations,  specific  conclusions  will  be  drawn 


79  H.  David  Davis,  "Investing  in  Tourism",  Finance  and 
Development  Fund  and  Bank  Review,  Vol  .  IV  ( March ,  1~967) 

80  "Investments  Market  Balloons  in  Tourism  and  Recreation", 
Industrial  Development,  Vol.  136  (September,  1967)  p.  20. 
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concerning  ways  and  means  other  parties  (governments  and 


entrepreneurs)  might  adopt  to  further  their  tourist  trade 


amb i ti ons . 


. 


97 


Importance  of  air  carriers  as  promoters  of  tourism: 


a . 


The  vital  stake  which  most  of  the  world's  air  carriers  have 
in  expanding  their  passenger  traffic  in  line  with  the  rapid 
expansion  of  their  fleet  capacity  has  already  been  discussed. 
It  is  interesting  and  not  unexpected  that  such  carriers  are 
among  the  most  ardent  promoters  of  travel.  It  is  even  more 
interesting  to  note  that  the  air  carriers  in  particular 
spend  impressive  sums  to  promote  particular  destination 
areas  which  lie  on  their  routes. 

The  United  States  Travel  Service  has5  according  to  a  cong¬ 
ressman,  been  outdone  by  an  air  carrier  -  and  a  foreign 
carrier  at  that  -  in  spending  to  promote  travel  to  the  U.  S. 
A.g-j  And  the  U.S.T.S.  is  the  federal  agency  with  the  respon¬ 
sibility  -  and  the  budget  --  to  attract  foreign  visitors  to 
the  United  States. ^ 

United  Air  Lines  will  spend  during  1969  a  total  of  approx¬ 
imately  $5  million  promoting  Hawaii  as  a  desirable  place  to 
visit.  Hawaii  is  thus  able  to  account  for  one  quarter  to 


81  A  statement  made  about  Swissair  by  U.  S.  Representative 
Henry  S.  Reuss  of  Wisconsin  in  the  Saturday  Review, 

March  9,  1968,  p.  42.  Referred  to  in  the  Leontiades  et 
al  study. 

82  Milton  Leontiades,  J.  Thomas  Presby  and  Max  F.  Sporter, 
The  Dynamics  of  the  Transatlantic  Travel  Business, 

Report  presented  to  the  Trans- Atl anti c  Travel  Congress, 
Amsterdam,  Holland,  March  12  -  14,  1969  (New  York: 

Touche,  Ross,  Bailey  and  Smart,  1969)  p.  14.  Much  of  the 
material  contained  in  the  subsequent  pages  of  this 
section  is  adapted  from  the  Leontiades  et  al  report. 
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one  fifth  of  the  airline's  total  promotional  budget  which 
is  estimated  to  be  more  than  $20  million  in  1969. In 
comparison,  the  government  of  the  state  of  Hawaii  spent  a 
total  of  $1,441,000.  to  finance  its  own  visitor  promotional 
program  in  1967,  the  most  recent  year  for  which  figures  are 
avai 1 abl e. g^ 

The  promotional  power  of  the  airlines  shows  up  even  more 
impressively  for  Hawaii  when  growth  in  the  number  of  vis¬ 
itors  travelling  to  Hawaii  from  key  U .  S .  cities  is  compared . 
Table  31  presents  figures  which  show  the  increases  from  1967 
to  1968  in  the  number  of  visitors  travelling  to  Hawaii  from 
the  20  metropolitan  areas  in  the  U.  S.  which  accounted  for 
the  greatest  number  of  visitors  to  the  islands  from  single 
cities  in  1968.  In  1967  and  1968  a  number  of  mi dwe stern  and 
eastern  cities  were  linked  either  directly  or  by  one-stop 
air  service  to  Hawaii  for  the  first  time.  The  impact  of  the 
convenience  of  such  service  combined  with  the  promotional 
power  of  the  airlines  is  clearly  reflected  in  the  1967-68 
rates  of  growth  for  such  cities  as  Philadelphia  (up  36.6  per¬ 
cent),  Boston  (up  56.8  percent),  St.  Louis  (up  41.4  percent) 
and  Pittsburgh  (up  30.5  percent).gg  It  is  clear  that  air¬ 
lines  can  be  a  potent  marketing  force  when  their  routes  serve 


83  DP  ED ,  State  of  Hawaii,  Hawaii  Economic  Review,  p.  8. 

84  Department  of  Planning  and  Economic  Development,  State  of 
Hawaii,  1967  Annual  Report  (Honolulu:  DPED,  April,  1968) 
p.  23. 

85  Hawaii  Visitors  Bureau,  State  of  Hawaii,  1968  Annual 
Research  Report  (Honolulu:  HVB,  1969)  p.  29. 
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desirable  destination  areas  and  their  promotional  efforts 
are,  as  a  result,  closely  allied  with  the  objectives  of 
tourist  industry  interests  in  such  areas. 


. 


VISITORS  TO  HAWAII  FROM  20  LEADING 


METROPOLITAN  AREAS  IN  THE  UNITED  STATES 


1968 

1967 

% 

Change 

Numerical 

Change 

1 . 

Los  Angeles 

105,245 

91  ,795 

+ 

14.7 

13,450 

2. 

San  Francisco  - 
Oakland 

62,275 

57,180 

+ 

8.9 

5,095 

3. 

New  York  -  SCA 

51  ,210 

42,970 

+ 

19.2 

8,240 

4. 

Chicago  -  SCA 

32,845 

28,440 

+ 

15.5 

4,405 

5. 

Sea ttl e 

22,815 

21 ,040 

+ 

8.4 

1  ,775 

6. 

Anaheim  - 
Santa  Ana 

19,600 

17,070 

+ 

14.8 

2,530 

7. 

San  Jose 

17,535 

15,830 

+ 

10.8 

1  ,705 

8. 

Philadelphia 

13,790 

10,095 

+ 

36.6 

3,695 

9. 

Boston  -  BTA 

13,650 

8,705 

+ 

56.8 

4,945 

10. 

De troi t 

13,460 

10,885 

+ 

23.7 

2,575 

1 1  . 

San  Diego 

13,175 

11,375 

+ 

15.8 

1  ,800 

12. 

Washington,  D.C. 

12,830 

10,590 

+ 

21  .  2 

2,240 

13. 

Portland 

11,950 

11  ,165 

+ 

7.0 

785 

14. 

M  i  n  n  e  a  p  o 1  is 

8,920 

7,550 

+ 

18.  1 

1  ,370 

15. 

Sacramento 

8,090 

6,535 

+ 

23.8 

1  ,555 

16. 

San  Bernardino  -- 
Riverside 

8,035 

7,100 

+ 

13.2 

935 

17. 

Denver 

7,955 

6,545 

+ 

21  .5 

1  ,410 

18. 

Cl evel and 

7,325 

5,965 

+ 

22.8 

1  ,360 

19. 

St.  Louis 

6,990 

4,945 

+ 

41  .4 

2,045 

20. 

Pittsburgh 

6,265 

4,800 

+ 

30.5 

1  ,465 

Source:  Hawaii  Visitors  Bureau  Annual  Research  Report,  1968 
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b.  Traditional  government  roles  in  the  expansion  and  main¬ 


tenance  of  a  viable  tourist  industry: 


In  many  geographic  areas  the  government  has  confined  its 
activities  with  respect  to  tourism  largely  to  promotion  and 
some  measure  of  statistical  analysis.  A  number  of  poss¬ 
ibilities  are  open  to  the  government  which  seeks  to  expand 
the  tourist  industry  of  a  local  area,  a  region  or  of  an 
entire  nation  under  its  control. 

Regions  which  seek  to  enhance  the  stature  of  their  tourist 
industries  might  well  profit  from  examining  the  records  of 
other  areas  which  have  seen  a  healthy  growth  of  such  in¬ 
dustry.  In  many  cases,  such  growth  has  occurred  primarily 
because  of  government  action.  Notable  among  such  cases  is 
the  island  of  Puerto  Rico  which  has,  through  government 
activity,  developed  a  strong  and  viable  tourist  industry 
in  a  comparatively  short  period  of  time. 


Traditional  methods  open  to  government  which  by  various 
means  would  encourage  the  investment  of  capital  (both  state 
and  private  sources)  in  the  development  of  tourist  facil¬ 
ities  are  summarized  in  an  excellent  report  prepared  in 
1960  for  the  Economic  Research  Center  of  the  University  of 
Hawaii. Although  this  report  is,  of  necessity  drawn  with 


86  Edward  W.  Reed,  Resort  Financing  in  Hawaii,  Report  pre¬ 
pared  for  the  Committee  on  Tourism,  House  of  Represen¬ 
tatives,  State  Legislature  of  Hawaii,  December,  1960 
(Honolulu,  Hawaii:  Economic  Research  Center,  University 
of  Hawaii,  1960).  Frequent  reference  is  made  by  this 
report  to  the  Puerto  Rican  government's  role  in  devel¬ 
oping  that  island's  tourist  industry. 
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a  Hawaiian  frame  of  reference,  most,  if  not  all  of  its  sugges¬ 
tions  and  recommendations  could  well  be  applied  in  any  area. 
The  legislation  necessary  to  permit  some  of  the  suggestions 
to  be  effected  would  not,  I  believe,  pose  an  insurmountable 
obstacle  to  any  national  government  -  though  some  territorial 
admi ni s trat i ons ,  such  as  are  commonly  found  throughout  much 
of  the  south  Pacific,  might  well  find  some  of  the  sugges¬ 
tions  impractical. 

The  recommendations  of  the  Hawaiian  report  include  the  forma¬ 
tion  of  a  business  development  corporation  as  one  means  of 
directing  necessary  funds  into  tourist  facility  development. 

Of  various  types,  such  a  corporation  could  provide  for  the 
pooling  of  funds  from  private  sources  and  the  subsequent 
lending  of  such  funds  to  developers  for  tourist  facility 
construction.  Alternatively,  a  business  development  corpora¬ 
tion  could  channel  government  funds  (raised  by  taxation, 
issuance  of  bonds,  etc.)  into  such  development. 

A  business  development  corporation  would  not  be  a  practical 
means  of  raising  or  directing  capital  for  tourist  facility 
development  within  underdeveloped  economies.  Without  exten¬ 
sive  private  sources  of  capital  which  exist  mainly  in  the 
fiduciary  agents  ch aracte ri  s ti  c  of  wel 1  - de ve 1  oped  economic 
systems  -  or  without  large  financial  resources  under  go¬ 
vernmental  control,  the  less  well  developed  nations  may 
advantageously  look  to  other  means  of  stimulating  their 
tourist  industries. 
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It  is  interesting  to  note  that  the  government  of  Puerto  Rico 
has  made  extensive  use  of  a  type  of  business  development 
corporation.  The  government  has  invested  heavily  in  such 
tourist  facilities  as  hotels,  restaurants,  fishing  piers  and 
beach  developments.  Loans  to  finance  such  projects  have  been 
made  jointly  by  the  Puerto  Rico  Industrial  Development 
Company  (a  form  of  business  development  corporation  which  re¬ 
ceives  its  funds  from  both  private  sources  and  from  the 
legislature)  and  by  the  Government  Development  Bank. 

8  7 

Many  of  the  tourist  facilities  in  Puerto  Rico  exist  only 
because  they  were  conceived,  developed  and  constructed  by 
the  government.  The  success  of  the  system  is  typified  by 
the  operations  of  the  Caribe-Hilton  Hotel  which  was  built  at 
a  cost  of  $7.5  million  by  the  government  and  is  leased  to 
the  Hilton  Hotel  chain.  The  government  receives  a  15  percent 
return  on  its  i n ves tmen t . gg  With  flexible  operations,  the 
Puerto  Rico  Industrial  Development  Company  often  takes  no 
equity  interest  in  tourist  developments,  lending  funds 
instead  in  the  manner  of  a  mortgagee. 

Various  ways  of  direct  or  indirect  government  participation 
in  loans  to  interests  who  seek  to  develop  resort  property 


87  Ibid.  ,  p.  27. 

88  Ibid.  ,  p.  27.  During  the  first  10  years  of  operation, 
this  hotel  grossed  some  $45  million,  of  which  $9  million 
have  been  paid  back  to  the  government. 
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represent  other  means  by  which  such  development  can  be  encou 
raged.  Direct  government  loans  or  participation  in  such 
loans  made  by  other  financial  institutions  with  the  govern¬ 
ment  advancing  only  a  portion  of  the  funds  required  would  be 
two  examples  of  such  a  program.  Here  again,  underdeveloped 
economies  would  probably  lack  the  variety  of  financial  insti 
tutions  and/or  the  governmental  financial  strength  necessary 
to  render  such  a  scheme  workable  on  all  but  the  smallest  of 
scales. 

Loan  participation  by  government  is  similar  to  yet  another 
means  by  which  tourist  development  can  be  encouraged,  that 
of  government  guaranteed  or  insured  loans.  Participation 
would,  however,  be  a  more  costly  means  of  promoting  tourist 
development  since  some  capital  would  be  required  from  go¬ 
vernmental  sources  from  the  outset  and  additional  capital 
would  be  advanced  as  private  lending  institutions  requested 
further  participation.  Under  a  guarantee  or  insured-loan 
scheme,  government  funds  would  not  be  required  except  upon 
default  of  an  outstanding  loan  commitment.  Government 
mortgage  guarantees  could  be  flexible,  varying  in  the  per¬ 
centage  of  mortgage  amounts  which  are  guaranteed  by  go¬ 
vernment  as  a  reflection  of  the  desirability  of  various 
types  of  tourist  developments.  Guarantees  could  also  vary 
in  percentage  depending  upon  the  location  of  the  facility 
in  question,  thus  helping  to  ensure  that  development  is 
directed  to  those  areas  deemed  most  appropriate  for  same. 


■ 


Government  guarantee  of  mortgages  on  tourist  developments 
would  be  most  effective  in  a  fairly  well  developed  economy. 
To  facilitate  the  sale  of  insured  mortgages,  the  government 
would  logically  allow  such  mortgages  to  be  used  as  legal 
investments  of  such  fiduciary  agents  as  insurance  companies, 
banks,  trust  companies,  retirement  funds  and  any  others 
considered  appropriate.  Again,  underdeveloped  economies 
which  lack  an  abundance  of  such  agents  would  not  find  that 
a  go vernment- i ns ured  mortgage  scheme  would  be  as  effective 
as  would  other  possible  means  of  encouraging  tourist  devel¬ 
opment  to  be  discussed  below. 

One  means  of  encouraging  development  of  tourist  facilities 
in  both  underdeveloped  and  wel 1  - de vel oped  economic  systems 
could  be  found  under  a  plan  by  means  of  which  the  govern¬ 
ment  makes  land  available  for  such  development  at  a  cost 
which  could  attract  developers  to  the  area.  State-owned 
lands  could  be  made  available  either  in  fee  simple  or  on  a 
lease  basis  at  attractive  rates. gg  Such  a  scheme  would  not 
involve  any  outlay  of  government  funds. 

As  an  alternative  and  a  supplement  to  state-owned  lands 
being  made  available  for  tourist  facility  development,  the 
state's  powers  of  eminent  domain  might  be  used  in  cases 
where  highly  desirable  but  privately-owned  land  could  not 


89  Where  warranted,  the  acquisition  or  lease  cost  may  be 
eliminated  entirely. 
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otherwise  be  obtained.  The  social  implications  -  and  poss¬ 
ibly  the  legality  -  of  expropri ati ng  private  lands  for  resort 
development  would  require  close  scrutiny.  The  "public  good" 
required  before  the  powers  of  eminent  domain  may  be  exercised 
for  purposes  such  as  herein  considered  may  well  preclude  such 
exercise  in  many  countries. 

Public  purpose  is  a  nebulous  concept  and  in  reality 
depends  upon  many  factors,  most  importantly  the  need 
of  the  land  for  the  common  good  and  the  economic 
development  of  the  state.  It  is  fairly  well  accepted 
that  if  property  were  needed  by  a  government  for  the 
public  health  and  welfare,  for  roads  and  flood  control, 
the  courts  would  consider  such  action  a  proper  use  of 
the  power  of  eminent  domain.  It  would  seem  that  if 
the  courts  were  to  recognize  that  the  development 
of  tourist  facilities  was  necessary  for  the  economic 
development  of  the  state,  the  condemnation  of  property 
for  tourist  use  would  be  accepted. 

The  state  in  providing  land  for  development  of  resort  facil¬ 
ities  could  effectively  control  the  type  of  development  with 
regard  to  both  density  and  aesthetic  quality.  One  of  the 
necessary  qualities  of  Polynesia  is  felt  by  many  to  be 
reflected  in  a  low-density,  cottage-type  of  resort  development. 
High-density,  reinforced  concrete  tower  construction  has  done 
little  to  enhance  the  appeal  of  areas  such  as  Waikiki  Beach. 

The  economics  of  resort  development  preclude  cottage-type 
development  once  land  costs  rise  to  the  point  where  higher 
density  is  necessary  in  order  that  an  equitable  return  might 
be  realized  on  the  land  portion  of  the  total  resort  invest¬ 
ment. 


90  Ibid.  ,  p.  42 


107 


. 


■ 

. 

- 


If  it  were  felt  to  be  in  the  long  term  interests  of  the 
tourist  industry  of  an  area,  the  state  could  provide  land 
to  developers  under  such  terms  and  conditions  that  they 
would  find  it  to  their  economic  advantage  to  develop  to 
whatever  density  was  felt  to  be  appropriate.  Although  a 
number  of  cottage- type  developments  exist  on  Hawaii's 
outer  islands,  it  is  interesting  that  only  one  such  de¬ 
velopment  has  been  able  to  survive  economic  pressures  in 
densely  crowded  Waikiki.  The  Halekulani,  constructed  in 
1907  on  a  5  acre  site  has  been  able  to  survive  with  a 
density  of  only  200  guest  units  because  the  municipal 
government  (City  of  Honolulu)  has  devised  an  interesting 
solution  to  the  problem  of  retaining  an  11  unde  r- devel  oped" 
resort  on  the  high-density  site  which  the  Halekulani 
occupies.  In  order  to  retain  a  tax  burden  on  the  property 
commensurate  with  its  low -density  development,  the  City  of 
Honolulu  has  acquired  the  11  air  rights"  which  begin  at  roof¬ 
top  level  of  the  Halekulani' s  buildings.  The  owners  of  the 
development  thus  pay  only  a  portion  of  the  property  taxes 
which  the  assessed  value  of  their  land  (by  virtue  of  its 
high-density  zoning)  would  dictate.  The  economics  thus  work 
in  favor  of  the  owners  of  the  development  as  it  is  now  con¬ 
stituted  -  and  the  aesthetics  work  in  favor  of  the  entire 
community.  The  city,  by  controlling  the  air  rights  over  the 
property,  is  thus  able  to  effectively  control  any  future 
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building  above  present  heights.  ^ 

The  Halekulani  air  rights/tax  concession,  although  it  does 
not  represent  a  state  land  grant,  is  nevertheless  a  most 
interesting  example  of  government  cooperating  with  private 
industry  to  ensure  that  the  best  interests  of  both  parties 
are  served  to  the  ultimate  advantage  of  the  community  at 
large.  Without  such  cooperation,  the  owners  of  the 
Halekulani  would  have  been  forced  to  develop  their  property 
to  a  high-rise,  high-density  standard  similar  to  that  which 
is  now  characteristic  of  Waikiki,  to  the  disappointment  of 
many. 

The  possibilities  open  to  the  government  which  seeks  to 
allow  land  grant  concessions  to  developers  of  resort  prop¬ 
erty  are  virtually  limitless.  Complete  control  over  loca¬ 
tion  of  resort  facilities  would  rest  in  state  hands.  By 
requiring  certain  standards  and  amenities,  the  state  could 
effectively  work  with  private  enterprise  in  the  development 
of  such  facilities  as  golf  courses,  marinas,  parks  and 
historic  sites.  The  limited  capital  available  to  many 
governments  would  thus  be  available  for  other  uses  and  land 
which  would  otherwise  not  have  been  developed  will  be  brought 
into  the  tax  base  of  the  community  and  will  be  providing  a 


91  Information  relative  to  the  Halekulani  is  taken  from  a 
discussion  with  Hr.  A .  Slutker,  a  Canadian  developer  of 
apartment  and  condominium  property  in  Honolulu.  The 
discussion  was  held  in  April,  1969. 


109 


source  of  local  employment  and  tourist  dollars. 


A  final  means  by  which  government  may  seek  to  encourage  the 

development  of  tourist  facilities  may  be  found  in  simple 

property  and/or  income  tax  concessions  to  resort  property. 

Again,  Puerto  Rico  has  effectively  employed  property, 

income  and  municipal  tax  exemptions  with  some  measure  of 

success.  Its  program  classifies  hotel  property  as  "tourist" 

(those  hotels  having  not  less  than  15  rooms,  dining  room 

facilities,  tourist  attractions  such  as  a  pool,  lake,  golf 

course,  etc.  and  operating  in  accordance  with  specified 

standards  of  efficiency  and  sanitation)  and  as  "commercial" 

(those  which  do  not  meet  tourist  requirements).  All 

9  2 

hotels  must  meet  specified  standards  for  efficiency  and 
sanitation.  Tourist  hotels  in  Puerto  Rico  receive  a  full 
tax  exemption  and  commercial  hotels  a  50  percent  exemption. 
Hotels,  like  other  businesses  there,  are  permitted  an  income 
tax  exemption  for  10  years  and  a  municipal  property  tax 
exemption  for  5  or  10  years,  depending  upon  the  amount  of 
investment  made  in  the  property. 

9  o 

Tax  concessions  to  resort  developers  and  operators  represent 
another  means  of  encouraging  development  of  tourist  f a c i 1  - 


92  Puerto  Rico  Economic  Development  Administration,  Facts 
for  Businessmen,  March  1954,  p.  57.  Quoted  in  Reed, 
Resort  Financing  in  Hawaii. 

93  Ibid. 
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ities.  Tax  concessions  may  be  highly  variable  in  order  to 
encourage  certain  types  of  development  or  in  order  to  focus 
attention  upon  particular  regions  within  a  larger  area. 
Qualifications  may  be  drawn  in  such  a  manner  that  only  devel¬ 
opments  which  meet  specifications  as  to  location,  density, 
amenities  offered,  rate  structure,  etc.,  are  eligible.  Most 
nations  and  territories  in  the  Pacific  Basin  could  apply 
some  type  of  tax  concession  incentive  without  undue  diff¬ 
iculty.  Many  could  advantageously  utilize  this  type  of 
incentive  in  combination  with  others  such  as  state  land  grants 
or  leases. 

An  obvious  means  open  to  governments  for  developing  their 
tourist  industries  would  be  that  of  direct  government  involve¬ 
ment  in  development  and/or  operation  of  tourist  facilities. 
Indeed,  the  fact  that  many  of  the  flag  carriers  of  both 
Pacific  and  European  nations  are  already  government  owned 
and  operated  would  render  the  operation  of  hotel  facilities 
by  government  interests  a  step  in  the  direction  of  vertical 
integration.  It  must,  however,  be  emphasized  that  direct 
government  involvement  to  this  extent  would  require  a  max¬ 
imum  of  government  funds  compared  with  requirements  for 
other  types  of  incentives  discussed  above.  And  governments, 
particularly  in  underdeveloped  economies,  may  be  expected 


94  Flag  carriers  are  the  principal  airline  of  a  particular 
nation  which  operates  internationally.  Examples  include 
Quantas  (Australia),  Air  Canada  (Canada)  and  Alitalia 
(Italy) . 
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to  encounter  considerable  resistance  when  funds  are  diverted 
from  other,  more  s oci al ly- des i rab 1 e  applications. 

The  question  of  whether  governments  should  become  involved 
in  stimulating  the  expansion  and  development  of  tourist 
industry  facilities  is  one  which  can  at  best  be  debated  only 
in  light  of  all  pertinent  facts  and  with  regard  to  the  circ¬ 
umstances  of  the  economy  of  the  particular  nation,  state  or 
region  concerned.  As  was  noted  earlier  regarding  the  desir¬ 
ability  of  the  exercise  of  the  power  of  eminent  domain,  where 
it  is  generally  felt  to  be  in  the  public  interest  that  a 
tourist  industry  be  developed  or  expanded  -  and  where  such 
expansion  is  not  likely  to  be  achieved  without  some  form  of 
governmental  incentive  or  concession,  then  a  strong  argument 
exists  in  favor  of  such  support. 

An  interesting  attitude  toward  the  role  which  government 
should  play  in  stimulating  the  development  of  tourist  facil¬ 
ities  and  services  is  taken  by  the  New  Zealand  Institute  of 
Economic  Research  (Inc.).  In  a  study  of  New  Zealand's 
tourist  industry,  the  Institute  recommends  that  the  role  of 
the  federal  government  as  far  as  its  involvement  with  the 
tourist  industry  is  concerned  should  be  as  follows: 

(a)  To  undertake  certain  expenditures  on  publicity 
and  social  overhead  capital  such  as  airport  and 
airways  facilities  which  cannot  for  various  reas¬ 
ons  be  provided  by  private  enterprise. 

(b)  To  create  a  favorable  climate  for  private  enter¬ 
prise  investment  in  the  industry.  This  includes 
the  removal  of  any  disincentives  or  controls  which 
discriminate  against  enterprises  in  the  industry. 
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(c)  To  offer  the  same  level  of  incentives  to  enter¬ 
prises  selling  services  to  overseas  tourists  as 

is  offered  to  other  export  industries.  ^  _ 

9  5 

The  fact  that  those  aspects  of  the  tourist  industry  which 
are  involved  with  international  tourists  are  regarded  as 
"export  industries"  opens  a  number  of  avenues  to  the  govern¬ 
ment  which  seeks  to  justify  special  concessions  to  the 
industry.  Although  it  is  impossible  to  offer  tax  incentives 
to  those  members  of  the  tourist  industry  whose  "sales"  ul¬ 
timately  represent  a  gain  in  foreign  exchange  in  the  same 
manner  as  such  incentives  are  offered  the  exporters  of 
manufactured  goods,  a  wide  range  of  incentives  and  conce¬ 
ssions  is,  as  has  been  demonstrated,  available. 


95  P.  J.  Lloyd,  The  Economic  Development  of  the  Tourist 

Industry  in  New  Zealand,  Research  Paper  Number  6,  July, 
1964  (Wellington,  New  Zealand:  New  Zealand  Institute 
of  Economic  Research  (Inc.),  1964),  p.  88. 
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c.  Does  vertical  integration  in  the  travel  industry  make 


sense? 


It  is  useful  when  examining  the  importance  of  government 
incentives  and  the  role  of  vertical  integration  in  the 
travel  industry  to  consider  all  destination  areas  rather 
than  confine  reference  to  a  particular  area  such  as  Hawaii. 
Having  considered  a  number  of  the  peculiar  advantages  which 
Hawaii  possesses  as  a  tourist  destination  area  and  having 
discussed  some  of  the  forms  of  vertical  integration  which 
are  appearing  in  the  tourist  industry  of  that  state,  it  is 
useful  to  ask  whether  a  verti cal ly- i ntegrated  form  of 
business  organization  would  offer  particular  advantages  - 
to  the  investor  and  to  the  traveller  --  if  extended  to  other 
geographic  areas. 

An  examination  of  the  travel  industry  will  disclose  that  the 
services  offered  the  consumer  therein  may  be  broadly  class¬ 
ified  as: 

1.  Distribution  Services 

2 .  Carrier  Services 

3.  Destination  Services. 


96  Leonti ades  et  al.  The  Dynamics  of  the  Transatlantic 
Travel  Business,  p.  2. 
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The  first  group  of  services  involves  the  design,  promotion, 
operation  and  sale  of  travel  services.  The  first  three  of 
these  functions  are  largely  handled  by  the  wholesale  tour 
business,  a  relatively  easy- to-enter  operation  requiring 
limited  capital  investment.  The  wholesale  travel  business 
is  characterized  by  a  relatively  small  number  of  large  units. 
The  risks  inherent  in  the  business  have  tended  to  restrict 
the  number  of  marginal  operators. 

The  retail  travel  agency  business  requires  a  low-capital 
investment  and  offers  relative  ease  of  entry.  Providing  the 
sales  function  of  the  travel  industry,  the  retail  travel 
agency  business  is  today  a  marginally  profitable  operation 
with  large  numbers  of  small  business  units.  This  form  of 
business  is,  moreover,  beginning  to  undergo  basic  structural 
changes  in  the  U.  S.  A.  Travel  agency  chains  (a  form  of 
horizontal  integration)  are  growing  rapidly  and  many  such 
chains  are  merging  with  companies  in  related  fields. 

The  second  group  of  services  is  provided  by  carriers.  For 
simplicity,  this  study  will  be  concerned  primarily  with 


97  Ibid. 
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airlines  as  representati ve  of  the  bulk  of  carrier  business. 0g 

The  carrier  business  is  capital-intensive;  a  small  number 
of  firms  each  have  a  very  substantial  investment  in  fleet 
equipment.  The  airlines,  more  than  any  other  segment  of 
the  travel  industry,  are  committed  to  the  growth  of  travel 
because  of  the  extensive  expenditures  they  have  made  for 
new  equipment  scheduled  for  delivery  over  the  next  half 
decade.  In  fact,  the  capacity  of  the  world's  air  fleet 
will  almost  double  during  the  next  four  years. gg  Host 
airlines  today  are  in  a  tight  financial  position,  with 
little  cash  and  credit  extended  to  practical  limits. 

The  destination  services,  the  third  group  mentioned  above, 
include  primarily  those  services  offered  by  hotel  or  motel 
accommodation  but  include  also  such  fringe  area  services 
as  ground  trans po rtat i on ,  sightseeing,  restaurants,  entertain¬ 
ment  and  other  attractions.  We  are  concerned  herein  pri¬ 
marily  with  hotel  operations.  The  other  destination  serv¬ 
ices  are  often  combined  in  some  way  (by  ownership  or  by 
rental  of  service  locations)  with  hotel  services. 

The  hotel  business  stands  between  the  distributive  services 
and  the  carrier  services  in  economic  terms.  It  is  much  more 


98  Airlines  carried  95.9  percent  of  westbound  visitors  des¬ 
tined  to  Hawaii  in  1966  (refer  to  Table  17),  a  figure 
which  is  increasing.  Air  carriers  held  a  10:1  advan¬ 
tage  over  surface  carriers  on  transatlantic  service  in 
1968  -  and  this  gap,  too  is  widening. 

99  Ibid.  ,  p.  3. 
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capital  intensive  than  the  former  and  generally  less  so  than 
the  latter.  Unlike  either  the  distributive  services  or  the 
carrier  services,  hotel  services  are  provided  by  both  a 
number  of  large  hotel  chains  and  by  a  much  larger  number  of 
small,  independent  operators. 

The  role  which  government,  yet  another  participant  in  the 
travel  industry,  plays,  will  be  discussed  in  a  following 
portion  of  this  paper. 

Growth  in  the  travel  industry  (as  measured  by  numbers  of 
persons  travelling)  can  only  occur  over  the  long  run  if  all 
sectors  of  the  industry  which  provide  the  necessary  planes, 
hotel  rooms,  co-ordination  and  miscellaneous  services  grow 
in  proper  balance  with  one  another.  The  various  components 
of  the  industry  as  discussed  above,  are  highly  interdepen¬ 
dent  .  If  one  sector  is  weak  in  providing  service  or  in 
having  insufficient  physical  facilities  to  meet  demand,  then 
all  other  sectors  of  the  industry  can  be  expected  to  suffer. 
And  herein  lies  the  logic  of  moves  toward  vertical  integra¬ 
tion  which  have  begun  in  the  travel  industry  -  and  which,  I 
predict,  are  just  the  beginning  of  a  vastly  accelerated 
trend  toward  such  integration  which  will  develop  through  the 
next  decade. 

The  philosophy  of  AITS  management  discussed  earlier  is  echoed 
by  the  authors  of  the  transatlantic  study: 

What  good  is  airline  capacity  if  hotel  space  is 

insufficient? 


. 


Who  benefits  if  airlines  and  hotels  have  adequate 
facilities  to  move  and  maintain  travellers  in  a  given 
area  but  no  one  promotes  travel  to  that  area? 

The  growth  and  health  of  the  industries  depend  on  an 
internal  balance  among  the  industries  and  their  regula¬ 
tors;  and  there  is  already  substantial  evidence  that 
the  balance  among  the  industries  is  currently  upset. 

Airline  capacity  on  transatlantic  routes  had  an  overall 
utilization  in  1968  of  less  than  60  percent. And  such 
capacity  is  currently  increasing  faster  than  traffic.  At 
the  same  time,  a  shortage  of  suitable  hotel  space  exists  in 
Europe  -  and  the  growth  rate  of  hotel  space  there  lags  be¬ 
hind  the  growth  rate  of  transatlantic  passenger  traffic. 

During  the  period  1959  to  1965,  while  hotel  beds  in  the  main 
European  tourist  countries  increased  by  20  percent,  the 
number  of  travellers  in  these  countries  increased  by  more 
than  100  percent.  -j02  It  is  not  difficult  under  such  circ¬ 
umstances  to  attribute  much  of  the  difficulty  which  airlines 
face  in  attracting  new  passengers  to  fill  their  empty  seats 
to  the  shortage  of  accommodation  which  exists  at  the  destina¬ 
tion. 

The  sustained  growth  rate  of  tourist  arrivals  in  Hawaii  may 
well  have  not  been  achieved  were  it  not  for  an  ability  to 
maintain  an  adequate  stock  of  hotel  space  in  the  islands.  And 
the  beginnings  of  verti cal ly- i n tegrated  operations  as  typified 


1 00  Ibid.  ,  p .  5 . 

101  Ibid. 

102  Industrial  Research  Ltd.,  as  reported  in  the  Leontiades 
et  al  study. 
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by  the  examples  of  current  large  scale  developments  discussed 
earlier  should,  as  noted,  ensure  a  continuing  supply  of  new 
hotel  space  to  meet  all  foreseeable  demand  in  future  years. 

It  is  interesting  at  this  point  to  consider  the  difference 
in  economic  perspective  of  the  investor  who  develops  hotel 
property  (which  may  be  part  of  a  horizontal  hotel  chain) 
with  that  of  a  vert i cally- i ntegrated  developer  of  such  prop¬ 
erty.  In  the  first  instance,  the  rate  of  return  on  invest¬ 
ment  for  the  particular  property  under  consideration  would 
be  all  important.  Incentive  to  develop  the  property  may  well 
be  low  for  such  an  investor  faced  with  seasonal  demand  and  a 
comparatively  uncertain  future. 

If,  on  the  other  hand,  the  investor  is  an  airline  with  sub¬ 
stantial  commitments  made  for  large  capacity  jumbo  jet  air¬ 
craft,  the  economic  perspective  of  the  hotel  investment  may 
well  be  altered  substantially.  Investment  in  hotel  facil¬ 
ities  may  be  an  absolute  necessity  to  an  airline  which  could 
not  survive  without  sufficient  accommodation  to  provide  for 
the  expected  traffic  on  which  its  future  depends  directly. 

A  risk/return  relationship  which  is  unattractive  to  a  hotel 
developer  may  be  quite  attractive  to  an  airline  under  such 
circumstances.  And  this  fact  should  be  of  prime  interest  to 
other  areas  in  the  Pacific  which  seek  to  expand  their  tourist 
industries. 

The  fact  that  current  plans  for  hotel  development  in  Hawaii 
through  1975  indicate  a  possible  overcapacity  may  well  be 
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accounted  for  by  the  presence  of  airlines  in  several 
vertically-integrated  concerns  now  developing  resort 
in  the  islands. ^  Q  ^ 


103  Refer  to  Table  A  and  accompanying  text. 


of  the 
property 
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d.  Vertical  integration  -  a  promise  of  new,  effective  means 


of  developing  tourist  industries: 

Interesting  possibilities  are  offered  the  government  of  any 
area  which  seeks  to  advance  the  development  of  its  tourist 
industry  through  a  combination  of  traditional  incentives  such 
as  those  previously  discussed  together  with  an  appreciation 
for  and  an  ability  to  take  advantage  of  the  potential  offer¬ 
ed  by  large  scale  vertical  integration  of  tourist  industry 
services.  Regardless  of  the  degree  of  maturity  of  an  exist¬ 
ing  tourist  industry,  some  measure  of  growth  can  be  realized 
through  government  incentives.  If  such  incentives  attract 
ve rti cal  1 y- i ntegrated  operators  of  tourist  services  such  as 
those  now  becoming  increasingly  evident  in  the  tourist  in¬ 
dustry  of  Hawaii,  substantial  growth  should  be  possible. 

The  logical  place  to  begin  developing  a  local  tourist  industry 
would  be  that  of  conducting  negotiations  with  air  carriers 
whom  it  is  desired  to  attract  to  serve  a  particular  area. 

Some  recognition  should  be  given  to  the  relative  importance 
of  various  nations  such  as  the  United  States,  Japan,  Canada 
and  Australia  in  terms  of  the  numbers  of  visitors  originating 
in  such  nations  in  the  past.^^  Hore  consideration  should  be 
given  to  the  estimated  potential  such  nations  offer  in  future. 


104  Tables  32and33give  some  indication  of  the  origin  patterns 
of  visitors  to  the  Pacific  areas  in  past  years.  Table  33 
forecasts  percentages  of  American  visitors  for  1970. 
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Table  32  UNITED  STATES  VISITORS 


AS  PERCENTAGE  OF  TOTAL  VISITORS 


1960 

1964 

1965 

1966 

1967 

1970 

East  Asia 

China  Republic  of 

51  .2 

41  .0 

36.3 

32.8 

35.0 

N.  A. 

Hong  Kong 

37.4 

28.4 

28.4 

27.9 

27.5 

28.4 

Japan 

53.9 

48.0 

52.0 

62.7 

N.  A. 

N.  A. 

Korea 

42.7 

46.2 

41  .  5 

N.  A. 

N.  A. 

N.  A. 

Macao 

32.0 

20.1 

19.0 

N.  A. 

N  .  A . 

N.  A. 

Okinawa 

N.  A. 

17.6 

19.6 

23.0 

18.9 

18.9 

Area 

40.9 

35.2 

35.1 

38.8 

-■ 

- 

South  Asia 

Ceylon 

N.  A. 

16.4 

14.6 

15.3 

9.6 

16.3 

India 

22.1 

27.2 

26.6 

N.  A. 

N  .  A . 

N  .  A . 

Nepal 

58.0 

47.9 

48.5 

50.0 

50.0 

50.0 

Area 

38.8 

27.1 

26.4 

28.8 

- 

- 

Southeast  Asia 

Cambodia 

13.1 

18.3 

18.9 

20.8 

N.  A. 

N.  A. 

Indonesia 

N.  A. 

N.  A. 

12.3 

22.6 

N.  A. 

N.  A. 

Mai  ays i a 

N.  A. 

26.7 

28.2 

27.4 

N.  A. 

N.  A. 

Philippines 

49.7 

63.6 

58.9 

60.3 

57.5 

52.5 

Si ngapore 

16.5 

23.7 

22.9 

21  .8 

22.0 

14.6 

Thailand 

26.5 

40.8 

41  .  3 

41  .  2 

N.  A. 

N.  A. 

Vietnam 

34.9 

35.0 

43.1 

11.6 

N.  A. 

N.  A. 

Area 

26.3 

36.8 

36.2 

35.7 

- 

- 

South  Pacific 

Australia 

11.3 

13.5 

13.7 

14.1 

N.  A. 

18.5 

Fiji 

25.3 

24.8 

23.8 

25.0 

20.7 

22.7 

New  Caledonia 

7.3 

7.7 

9.7 

10.1 

8.8 

6.7 

New  Zealand 

19.2 

20.2 

18.3 

17.3 

17.7 

N.  A. 

Area 

14.8 

16.7 

16.3 

16.5 

-- 

- 

Oceania 

American  Samoa 

N.  A. 

N.  A. 

67.5 

83.3 

74.8 

50.0 

Guam 

N.  A. 

N.  A. 

80.0 

N.  A. 

N  .  A. 

N.  A. 

Tahiti 

70.0 

68.2 

59.8 

63.6 

60.0 

70.0 

Western  Samoa 

N .  A . 

N.  A. 

18.6 

21  .0 

21  .0 

20.4 

Area 

46.6 

48.8 

53.4 

57.0 

- 

- 

Alaska 

N.  A. 

N.  A. 

N.  A. 

N.  A. 

N.  A. 

N.  A. 

Hawai i 

81 . 3 

71  .6 

73.8 

74.6 

74.6 

74.6 

Total  Area 

42.7 

40.9 

41  .  5 

43.6 

- 

- 

e.  Estimate 
N . A .  Not  available. 

1.  Based  on  visitors  remaining  24  hours  or  longer,  as  shown 
on  Table  1  and  Table  2. 

2.  1961. 

3.  1962. 

4.  Apr i 1  -  December  1  965. 

5.  Actual  J anuary-October  1966. 

6.  Area  and  total  area  percentages  do  not  reflect  "not 
available"  data. 


Source:  Pacific  Area  Travel  Association 

2nd  Annual  Statistical  Report 


Table  33 


VISITORS  TO  THE  PACIFIC 


BY  GEOGRAPHIC  AREA  19651 


The 


Ameri cas 

Europe 

Pacific 

Other 

Total 

Austral i a 

28,555 

35,140 

105,726 

3,907 

1 73,328 

Cey 1  on 

3,350 

8,371 

7,764 

296 

19,781 

China,  Republic  of 

49,945 

7,251 

60,897 

367 

1  1  8 , 460  2 

F  i  j  i 

9,535 

3,01 8  3 

23 ,4974 

4,085 

40,1 35 

Hawai i 

465,355 

5,475 

39,585 

10,285 

520,700s 

Hong  Kong 

1 39,991 

72,969 

187,550 

5,998 

406, 5086 

India 

42,923 

49,384 

1 1  ,858 

43,544 

147,709 

Japan 

170,579 

49,955 

75,629 

3,183 

299,346 

Korea 

14,487 

2,582 

7,739 

8,656 

33 , 464 7 

Mai  ays  i  a 

6,933 

5,306 

8,407 

2,579 

23,225 

Nepal 

4,865 

3,646 

770 

107 

9,388 

New  Caledonia 

582 

3 , 56  3  8 

1  ,855 

548 

6 , 5489 

New  Zealand 

19,965 

11 ,591 

48,617 

14,069 

94,242 

Okinawa 

11,709 

552 

51 ,874 

143 

64 , 278 10 

Singapore 

23,923 

34,944 

38,447 

1  ,167 

98,481 

Tahiti 

9,454 

3,747 

1  ,454 

1  75 

14,840 

Thailand 

81  ,292 

46,629 

61 ,1 62 

35,942 

225, 025  11 

Vietnam 

12,973 

7,143 

8,546 

276 

28,938 

1.  Based  on  figures  shown  on  visitor  arrival  tables. 

2 .  Excluding  arrivals  of  15,206  overseas  Chinese. 

3.  United  Kingdom. 

4.  9,092  Australians;  11,169  New  Zealanders;  remainder  are 
Pacific  Islanders. 

5.  Including  visitors  remaining  less  than  24  hours. 

6.  Excluding  arrivals  of  13,160  through  land  frontiers,  and 
27,075  overseas  Chinese. 

7.  Including  964  visitors  remaining  less  than  24  hours,  and  9,467 
Korean  residents  in  Japan. 

8.  France,  New  Zealand,  and  Britain. 

9.  Including  548  visitors  remaining  less  than  24  hours. 

10.  Including  5,299  visitors  remaining  less  than  24  hours. 

11.  Including  35,405  visitors  from  neighboring  countries. 


Source:  Pacific  Area  Travel  Association 

2nd  Annual  Statistical  Report 
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Air  carriers  should  be  selected  on  this  basis  and  negotia¬ 
tions  commenced  both  with  the  companies  concerned  and  with 
the  appropriate  supervisory  agencies  of  their  respective  go¬ 
vernments  . 

Tour  operators,  such  as  the  verti cal  1 y- i n tegrated  AITS 
organization,  should  be  the  focus  of  intensive  negotiation 
along  with  charter  airlines.  Such  organizations  frequently 
work  closely  together  in  developing  new  services  (package 
tour  arrangements)  to  new  destination  areas  and  thus  re¬ 
present  a  potentially  significant  vehicle  by  means  of  which 
new  visitors  may  be  attracted. 

The  critically- important  element  in  negotiations  such  as 
are  above- s ugges ted  should  be  a  desire  on  the  part  of  the 
government  concerned  to  cater  to  large-scale  vertically- 
integrated  operators  who  are  prepared  to  develop  destination 
areas  with  high-quality,  long-term  investments  in  facilities. 
The  emergence  of  such  organizations  in  Hawaii  is  providing 
both  prototypic  examples  and  sound  reasons  why  all  areas  in 
the  Pacific  could  benefit  from  similar  developments  linked 
by  carrier  or  other  ownership  interests  to  those  in  Hawaii. 

As  was  noted  earlier,  most  air  carriers  have  a  vital  interest 
in  substantially  increasing  their  passenger  payloads  commen¬ 
surate  with  the  near  doubling  of  fleet  capacity  which  will 
take  place  during  the  next  four  to  five  year  period.  A 
concern  over  the  availability  of  appropriate  hotel  space  (and 
over  other  necessary  aspects  of  passenger  service)  has  already 
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led  many  to  integrate  vertically  into  the  development  and 
operation  of  hotel  facilities  in  areas  both  on  and  off  their 
routes.  By  developing  new  visitor  facilities  in  areas  such 
as  Tahiti,  Fiji,  SMew  Zealand  and  Australia  and  by  intro¬ 
ducing  new  comprehensive  tour  packages  which  link  two  or 
more  such  destination  developments  with  similar  Hawaiian 
resorts  and  with  a  city  in  the  U.  S.  A.,  Japan,  Canada,  etc., 
it  should  be  possible  to  build  substantial  volume  over  and 
above  that  which  could  be  generated  by  the  attraction  of  just 
the  new  Hawaiian  resorts.  And  this  type  of  volume  is  what 
the  air  carriers  are  seeking  to  an  increasing  extent. 

Interests  such  as  comprise  the  Di 1  rock- Eas tern  consortium 
whose  development  on  the  island  of  Hawaii  was  previously 
discussed  at  some  length  would  logically  be  interested  in 
negotiating  with  any  government  willing  to  seek  an  expansion 
in  its  tourist  market  by  encouraging  large-scale  resort 
development  and  ownership/carrier  ties  with  such  develop¬ 
ments  in  other  heavily  visited  areas  such  as  Hawaii.  The 
potential  offered  such  areas  through  the  promotional  efforts 
of  carriers,  tour  operators  and  integrated  operations  such 
as  that  of  AITS  combined  with  the  carrier  capacity  which  the 
jumbo  jets  will  bring  to  the  world's  airways  will,  I  predict, 
exceed  even  the  most  optimistic  of  today's  predictions. 

We  face  an  era  in  which  vertically- integrated  leisure  organi¬ 
zations  will  arrange,  promote,  finance,  transport,  accommodate, 
feed  and  entertain  increasing  numbers  of  vacationers  on  comp re- 


125 


hensive,  inclusive -tour  packages.  The  availability  of  such 
package  tours  to  the  mass  public  is  already  beginning  to  be 
felt  in  vacation  meccas  such  as  Hawaii.  Those  nations  which 
are  first  to  ensure  that  they  are  developing  appropriate 
visitor  facilities  -  and  the  links  with  the  integrated  org¬ 
anizations  which  will  bring  the  visitors  to  them  -  will  re¬ 
alize  an  invaluable  advantage  in  tourist  dollars  and  local 
employment  over  those  nations  who  lag  in  this  all-important 
effort. 
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APPENDIX  I 


1  27 


WARM,  FRIENDLY  PEOPLE  "Very  important"  to  56%  of  COMFORTABLE  ACCOMMODATIONS  "Very  important"  to  53%  of 

Pacific  tourists;  "fairly  Pacific  tourists;  "fairly 

important  to  39%  important"  to  41% 
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BEAUTIFUL  NATURAL  SCENERY  "Very  important"  to  50%  of  REASONABLE  PRICES  "very  important"  to  42%  of 

Pacific  tourists;  "fairly  Pacific  tourists;  "fairly 

important"  to  46%  important"  to  51% 
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WOULD  LIKE  TO  VISIT  Base:  tourists  who  TOO  COMMERCIAL 

have  never  visited 
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PROBLEMS  WITH  LANGUAGE  RED  TAPE  -  VISAS,  SHOTS,  ETC. 
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WOULD  NOT  LIKE  TO  VISIT  Base:  tourists  who  have  never  visited 
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Not  included  on  previous  tables  because  of  insufficient  number  of 
visitors  in  sample. 
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FAVORABLE  ASSOCIATIOMS  PER  VISITOR  UNFAVORABLE  ASSOCIATIONS  PER  VISITOR 
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Pacific  3.08  Pacific  .96 

Europe  2.48  Europe  .46 
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ALASKA 

(Base  For  Table,  185) 


%  who  ever  vi si  ted  14 

Number  of  days  spent  (median)  8 


Favorable  Factors 

% 

+ 

Unfavorable  Factors 

% 

+ 

Beautiful  scenery 

71 

+  31 

High  prices 

29 

+  23 

Exceptional  recreational 
facilities 

10 

+  8 

Unpleasant  climate 

10 

+  3 

Warm  friendly  people 

33 

-  1 

Not  enough  to  do 

9 

+  1 

Historical/family  ties 

3 

-  1 

Rude,  unfriendly  people 

1 

-  1 

Outstanding  food 

4 

-  3 

Too  commercial 

1 

-  1 

Comfortable  accommodation 

12 

-  5 

Poor  food 

3 

-  3 

Good  climate 

14 

-  6 

Lack  of  personal  security 

- 

-  3 

Good  shopping 

5 

-  9 

Red  tape  -  visas,  etc . 

- 

-  3 

Reasonable  prices 

3 

-10 

High  cost  getting  there 

5 

-  8 

Attractive  customs,  etc. 

10 

-10 

Problem  with  language 

- 

-  9 

Beautiful  creations  by  man 

2 

-11 

Unsanitary  conditions 

1 

-10 

Exotic  environment 

4 

-17 

Dirt  and  poverty 

- 

-13 

Vi  si  tors 

Would  revisit  or  recommend 

72 

+  17 

Would  not 

28 

-17 

Non-vis i tors 

Would  like  to  visit 

39 

+  20 

Would  not 

61 

-21 

Favorabel  associations  per  visitor  1.70 
Unfavorable  associations  per  visitor  .57 
Favorable/unfavorable  ratio  2.97 


%  =  actual  percent  associating  factor  with  Alaska 
+  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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AUSTRALIA 

(370) 


%  who  ever  visited  29 

Number  of  days  spent  (median)  8 


+ 

+ 

Favorable  Factors 

% 

- 

Unfavorable  Factors 

% 

- 

Warm,  friendly  people 

71 

+  37 

High  cost  getting  there 

24 

+  1 1 

Good  climate 

51 

+  31 

Rude,  unfriendly  people 

3 

+  1 

Reasonable  prices 

28 

+  15 

Poor  food 

7 

+  1 

Comfortable  accommodation 

31 

+  14 

High  prices 

5 

-  1 

Exceptional  recreational 

facilities 

1  3 

+  11 

Red  tape  -  visas,  etc. 

2 

-  1 

Beautiful  scenery 

49 

+  9 

Too  commercial 

1 

-  1 

Good  shopping 

19 

+  5 

Lack  of  personal  security 

1 

-  2 

Attractive  customs,  etc. 

23 

+  3 

Not  enough  to  do 

4 

-  4 

Hi s tori  cal / f ami ly  ties 

7 

+  3 

Unpleasant  climate 

2 

-  5 

Outstanding  food 

8 

+  1 

Problem  with  language 

1 

-  8 

Beautiful  creations  of  man 

10 

-  3 

Unsanitary  conditions 

1 

-10 

Exotic  environment 

2 

-19 

Dirt  and  poverty 

- 

-13 

Vi s i tors 

Would  revisit  or  recommend 

78 

+  23 

Would  not 

22 

-23 

Non- vi s i tors 

Would  like  to  visit 

62 

+  43 

Would  not 

38 

-44 

Favorable  associations  per 

visitor 

3.12 

Unfavorable  associations  per  visitor 

.48 

Favorable/unfavorable  ratio 

6.56 

%  =  actual  percent  associating  factor  with  Australia 
+  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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FIJI 
(  305) 


%  who  ever  visited 

Number  of  days  spent  (median) 


+ 


Favorable  Factors 

% 

- 

Warm,  friendly  people 

50 

+  16 

Good  climate 

34 

+  14 

Beauti f ul  scenery 

52 

+  12 

Good  shopping 

22 

+  8 

Attractive  customs,  etc. 

27 

+  7 

Reasonable  prices 

17 

+  4 

Exotic  environment 

24 

+  3 

Exceptional  recreational 
facilities 

4 

+  2 

Comfortable  accommodation 

17 

0 

Outstanding  food 

5 

-  2 

Historical/family  ties 

1 

-  3 

Beautiful  creations  of  man 

3 

-10 

Visitors 

Would  revisit  or  recommend 

57 

+  2 

Non- vi si  tors 

Would  like  to  visit 

24 

+  5 

Favorable  associations  per  visitor 
Unfavorable  associations  per  visitor 
Favorable/unfavorable  ratio 


24 

2 


+ 

Unfavorable  Factors  %  - 

High  cost  getting  there  15  +2 

Too  commercial  3  +  1 

Unpleasant  climate  7  0 

Poor  food  6  0 

Not  enough  to  do  7-1 

Rude,  unfriendly  people  1  -  1 

Red  tape  -  visas,  etc.  1  -  2 

Lack  of  personal  security  -  -  3 

Highprices  2-4 

Unsanitary  conditions  6  -  5 

Dirt  and  poverty  7  -  6 

Problem  with  language  3  -  6 

Would  not  43-2 

Would  not  76  -  6 


2.55 
.  58 
4.38 


%  =  actual  percent  associating  factor  with  Fiji 
+  =  difference  from  median  for  26  Pacific  destination 

Source:  Pacific  Visitors  Survey 
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HONG  KONG 
(937  ) 


°J  who  ever  visited 

Number  of  days  spent  (median) 

Favorable  Factors  % 

+ 

72 

5 

Unfavorable  Factors 

% 

+ 

Good  shopping 

77 

+63 

Dirt  and  poverty 

27 

+  14 

Comfortable  accommodation 

52 

+  35 

Too  commercial 

17 

+  4 

Reasonable  prices 

39 

+  26 

Unsanitary  conditions 

12 

+  1 

Exotic  environment 

30 

+  9 

Lack  of  personal  security 

3 

0 

Good  climate 

28 

+  8 

Red  tape  -  visas,  etc. 

3 

0 

Attractive  customs,  etc. 

24 

+  4 

Rude,  unfriendly  people 

2 

0 

Beautiful  creations  of  man 

17 

+  4 

Unpleasant  climate 

6 

-  1 

Warm,  friendly  people 

36 

+  2 

High  prices 

4 

-  2 

Hi s tori  cal /f ami ly  ties 

6 

+  2 

Problem  with  language 

6 

-  3 

Exceptional  recreational 
facilities 

4 

+  2 

Poor  food 

3 

-  3 

Beautiful  scenery 

40 

0 

Not  enough  to  do 

2 

-  6 

Vi  si  tors 

Would  revisit  or  recommend 

82 

+  27 

Would  not 

18 

-27 

Non- vi si  tors 

Would  like  to  visit 

59 

+  40 

/ 

Would  not 

41 

-41 

Favorable  associations  per  visitor  3.88 

Unfavorable  associations  per  visitor  .94 

Favorabl e/ unfavorabl e  ratio  4.13 

%  =  actual  percent  asociating  factor  with  Hong  Kong 
+  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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JAPAN 

(1038) 


°l  who  ever  visited  80 

Number  of  days  spent  (median)  10 


+ 

+ 

Favorable  Factors 

% 

- 

Unfavorable  Factors 

% 

- 

Beautiful  creations  of  man 

64 

+  51 

Problem  with  language 

25 

+  16 

Comfortable  accommodation 

54 

+  37 

High  cost  getting  there 

18 

+  5 

Good  shopping 

48 

+  34 

High  prices 

10 

+  4 

Attractive  customs,  etc. 

51 

+  31 

Too  commercial 

4 

+  2 

Beautiful  scenery 

69 

+  29 

Red  tape  -  visas,  etc. 

3 

0 

Warm,  friendly  people 

61 

+  27 

Rude,  unfriendly  people 

1 

-  1 

Outstanding  food 

32 

+  25 

Unpl easant  cl i mate 

5 

-  2 

Good  climate 

34 

+  14 

Lack  of  personal  security 

1 

-  2 

Reasonable  prices 

25 

+  12 

Poor  food 

3 

-  3 

Exotic  environment 

29 

+  8 

Not  enough  to  do 

1 

-  7 

Exceptional  recreational 

facilities 

8 

+  6 

Unsanitary  conditions 

3 

-  8 

H i s tori  cal / f ami ly  ties 

9 

+  5 

Dirt  and  poverty 

2 

-11 

Vi s i tors 

Would  revisit  or  recommend 

82 

+  27 

would  not 

18 

-27 

Non-visitors 

Would  like  to  visit 

62 

+  43 

Would  not 

38 

-44 

Favorable  associations  per 

visitor 

4.85 

Unfavorable  associations  per  visitor 

.  76 

Favorable/unfavorable  ratio 

6.38 

7o  =  actual  percent  associating  factor  with  Japan 
+  =  difference  from  median  for  26  Pacific  destinations 


Source:  Pacific  Visitors  Survey 
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NEW  CALEDONIA 


%  who  ever  visited 

Number  of  days  spent  (median) 


Favorable  Factors  % 

Good  cl i mate  20 

Exceptional  recreational 
facilities  2 

Outstanding  food  4 

Hi stori cal /f ami ly  ties 

Beautiful  scenery  34 

Reasonable  prices  7 

Goodshopping  4 

Attractive  customs,  etc.  9 

Comfortable  accommodation  6 

Beautiful  creations  of  man  2 

Warm,  friendly  people  21 

Exotic  environment  4 


Vi s i tors 

Would  revisit  or  recommend  40 

Non-visitors 

Wo ul d  1 i ke  to  vi s i t  12 


+ 


+  1 

0 

-  3 

-  4 

-  6 
-  6 
-10 
-11 
-11 
-11 
-13 
-17 


-15 


-  7 


Favorable  associations  per  visitor 
Unfavorable  associations  pr  visitor 
Favorable/unfavorable  ratio 


(68) 

5 

1 


+ 

Unfavorable  Factors  %  - 

Poor  food  9  +3 

Rude,  unfriendly  people  4  +  2 

Not  enough  to  do  9+1 

H  i  g  h  p  r  i  c  e  s  7+1 

Too  commercial  3  +  1 

Red  tape  -  visas,  etc.  3  0 

Lack  of  personal  security  3  0 

Unsanitary  conditions  9  -  2 

Problem  with  language  7  -  2 

Unpleasant  climate  4  -3 

Dirt  and  poverty  9  -  4 

High  cost  getting  there  9  -  4 


Would  not  60  +15 


Would  not  88  +6 


1.13 
.67 
1  .67 


%  =  actual  percent  association  factor  with  New  Caledonia 
=  difference  from  median  for  26  Pacific  destinations 


Source:  Pacific  Visitors  Survey 
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MEW  ZEALAND 
(311) 


%  who  ever  visited  24 

Number  of  days  spent  (median)  5 


+  + 


Favorable  Factors 

% 

- 

Unfavorable  Factors 

% 

- 

Beautiful  scene ry 

69 

+  29 

High  cost  getting  there 

19 

+  6 

Warm,  friendly  people 

63 

+  29 

Poor  food 

6 

0 

Good  climate 

44 

+  24 

High  prices 

5 

-  1 

Reasonable  prices 
Exceptional  recreational 

29 

+  16 

Red  tape  -  visas,  etc. 

2 

-  1 

facilities 

14 

+  12 

Rude,  unfriendly  people 

1 

-  1 

Comfortable  accommodation 

26 

+  9 

Too  commercial 

1 

-  1 

Attractive  customs,  etc. 

23 

+  3 

Lack  of  personal  security 

1 

-  2 

Outstanding  food 

10 

+  3 

Not  enough  to  do 

4 

-  4 

Hi s tori  cal /f ami ly  ties 

7 

+  3 

Unpleasant  climate 

3 

-  4 

Good  shopping 

1  5 

+  1 

Problem  with  language 

1 

-  8 

Beautiful  creations  of  man 

9 

-  4 

Unsanitary  conditions 

- 

-11 

Exotic  environment 

5 

-1  6 

Dirt  and  poverty 

- 

-13 

Visitors 

Would  revisit  or  recommend 

80 

+  25 

Would  not 

20 

-25 

Non-visitors 

Would  like  to  visit 

50 

+  31 

Would  not 

50 

-32 

Favorable  associations  per 

visitor 

3.15 

Unfavorable  associations  pr 

visitor 

.44 

Favorabl e/ unf avorabl e  ratio 

7.17 

%  =  actual  percent  associating  factor  with  New  Zealand 
+  =  difference  from  median  for  26  Pacific  destinations 


Source:  Pacific  Visitors  Survey 
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PHILIPPINES 


(417) 


%  who  ever  visited  32 

Number  of  days  spent  (median)  3 


+  + 


Favorable  Factors 

% 

- 

Unfavorable  Factors 

% 

- 

Good  shopping 

20 

+ 

6 

Dirt  and  poverty 

30 

+  17 

Hi stori cal /f ami ly  ties 

10 

+ 

6 

Lack  of  personal  security 

19 

+  16 

Comfortable  accommodation 

18 

+ 

1 

Unsani ta ry  conditions 

23 

+  12 

Reasonable  prices 

14 

+ 

1 

Unpleasant  climate 

18 

+  11 

Beautiful  scene ry 

40 

0 

Poor  food 

13 

+  7 

Exceptional  recreational 
faci 1 i ti es 

2 

0 

Rude,  unfriendly  people 

5 

+  3 

Warm,  friendly  people 

33 

- 

1 

Not  enough  to  do 

10 

+  2 

Outstanding  food 

6 

- 

1 

Red  tape  -  visas,  etc. 

5 

+  2 

Good  climate 

15 

- 

5 

Too  commercial 

3 

+  1 

Beautiful  creations  of  man 

8 

- 

5 

High  prices 

6 

0 

Attractive  customs,  etc. 

14 

- 

6 

High  cost  getting  there 

13 

0 

Exotic  environment 

1  3 

- 

8 

Problem  with  language 

6 

-  3 

Vi  s i to  rs 

Would  revisit  or  recommend 

40 

- 

15 

Would  not 

60 

+  15 

Non- vi s i tors 

Would  like  to  visit 

32 

+  1  3 

Would  not 

68 

-14 

Favorable  associations  per  visitor  1.93 
Unfavorable  associations  per  visitor  1.52 
Favorabl e/unfavorabl e  ratio  1.27 


%  =  actual  percent  associating  factor  with  Philippines 
*  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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AMERICAN  SAMOA 

(204) 


°/  who  ever  visited  16 

Number  of  days  spent  (median)  1 


Favorable  Factors 


Unfavorable  Factors 


Beautiful  scenery 
Warm,  friendly  people 
Good  climate 

Attractive  customs,  etc. 

Comfortable  accommodation 

Exceptional  recreational 
f aci 1 i ti es 

H i s tori  cal /f ami ly  ties 
Exotic  environment 
Good  shopping 
Outstanding  food 
Reasonable  prices 
Beautiful  creations  of  man 


51  +11 

45  +1 1 

26+6 
23+3 
17  0 

2  0 

3  -  1 

19  -  2 

12  -  2 

3  -  4 

8  -  5 

4  -  9 


Not  enough  to  do  there  15  +  7 
High  cost  getting  there  13  0 
Unpleasant  climate  7  0 
High  prices  6  0 
Too  commercial  2  0 

Rude,  unfriendly  people  1  -  2 


Lack  of  personal  security  1  -  1 


Red  tape,  visas,  etc.  1  -  2 
Poor  food  3-3 
Problem  with  language  4  -  5 
Dirt  and  poverty  7  -  6 
Unsanitary  conditions  4  -  7 


Visitors 

Would  revisit  or  recommend  55  0  Would  not  revisit 


45  0 


Non- vi s i tors 

Would  like  to  visit  18  -1  Would  not  like  to  82  0 


Favorable  associations  per  visitor  2.10 
Unfavorable  associations  per  visitor  .64 
Favorabl e/ unfavorabl e  ratio  3.30 


7o  =  actual  percent  associating  factor  with  American  Samoa 
+  -  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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WESTERN 


%  who  ever  visited 

Number  of  days  spent  (median) 


Favorable  Factors  % 

Reasonable  prices  20 

Beautiful  scenery  26 

Attractive  customs,  etc.  26 

Warm,  friendly  people  39 

Exotic  environment  26 

Good  climate  44 

Comfortable  accommodation  20 

Outstanding  food  9 

Hi  stori cal /fami ly  ties  4 

Exceptional  recreational 
facilities  2 

Goodshopping  11 

Beautiful  creations  of  man  4 


Unfavorable  Factors  % 

Not  enough  to  do  9 

Problem  with  language  9 

Unpl easan t  cl i mate  7 

Rude,  unfriendly  people  2 

Red  tape  -  visas,  etc.  2 

High  cost  getting  there  11 

Too  commercial 
Lack  of  personal  security 
Unsanitary  conditions  7 

High  prices  2 

Poor  food 

Dirty  and  poverty  4 


Visitors 

Would  revisit  or  recommend  65  +10 


Would  not 


35 


Non-visitors 


Would  like  to  visit 


15 


Would  not 


85 


Favorable  associations  per  visitor  2.30 
Unfavorable  associations  per  visitor  .52 
Favorabl e/unfavorabl e  ratio  4.42 


%  =  actual  percent  associating  factor  with  Western  Samoa 
+  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 


SAMOA 

(46) 


+ 


+  1 
0 
0 
0 

-  1 
-  2 
-  2 

-  3 

-  4 

-  4 

-  6 
-  9 


-  10 


+  3 
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/  who  ever  vi si  ted 

Number  of  days  spent  (median) 


Favorable  Factors  % 

Good  climate  39 

Beautiful  scenery  58 

Attractive  customs,  etc.  28 

Exotic  environment  28 

Exceptional  recreational 
facilities  7 

Warm,  friendly  people  38 

Outstanding  food  7 

Comfortable  accommodation  16 

Good  shopping  13 

Hi s tori  cal /f ami ly  ties  2 

Reasonable  prices  6 


Beautiful  creations  of  man  5 

Vi s i to  rs 

Would  revisit  or  recommend  60 

Non- vi s i tors 

Would  like  to  visit  51 


24 

3 

+ 

-  Unfavorable  Factors 

+19  High  prices 

+18  Too  commercial 

+  8  Rude,  unfriendly  people 

+  7  Problem  with  language 

+  5  Unsani ta ry  conditions 

+  4  Poor  food 

0  High  cost  getting  there 

-  1  Lack  of  personal  security 

-  1  Red  tape  -  visas,  etc. 

-  2  Not  enough  to  do 

-  7  Dirt  and  poverty 

-  8  Unpleasant  climate 


+  5  Would  not 


+32  Would  not 


Favorable  associations  per  visitor  2.46 
Unfavorable  associations  per  visitor  1.25 
Favorabl e/ unf a vorab 1 e  ratio  1.98 


%  -  actual  percent  associating  factor  with  Tahiti 
+  =  difference  from  median  for  26  Pacific  destinations 


Source:  Pacific  Visitors  Survey 


TAHITI 

(306) 


% I 

19  +13 

13  +11 
9+7 

15  +6 

14  +3 
9+3 

15  +2 

4  +  1 

4  +  1 

7  -  1 

11  -  2 
4  -  3 


40  -  5 


49  -33 
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THAILAND 


%  wh o  ever  visited 

Number  of  days  spent  (median) 


+ 


Favorable  Factors 

% 

- 

Beautiful  creations  of  man 

60 

+  47 

Good  shopping 

44 

+  30 

Comfortable  accommodation 

40 

+  23 

Warm,  friendly  people 

54 

+  20 

Attractive  customs,  etc. 

40 

+  20 

Exotic  environment 

36 

+  15 

Reasonable  prices 

25 

+  12 

Outstanding  food 

16 

+  9 

Good  climate 

22 

+  2 

Hi s tori  cal / f ami ly  ties 

5 

+  1 

Exceptional  recreational 
facilities 

3 

+  1 

Beautiful  scenery 

36 

-  4 

Vi s i tors 

Would  revisit  or  recommend 

74 

+  19 

Non- vi si  tors 

Would  like  to  visit 

35 

+  16 

Favorable  associations  per  visitor 
Unfavorable  associations  per  visitor 
Favorab 1 e/ unf avorab 1 e  ratio 


(658) 


51 

3 


+ 

Unfavorable  Factors  %  - 

Unpleasant  climate  14  +  7 

Problem  with  language  13  +4 

High  cost  getting  there  16  +3 

Dirt  and  poverty  15  +2 

Unsani ta ry  conditions  12  +  1 

Poor  food  7+1 

Red  tape-  visas,  etc.  3  0 

Lack  of  personal  security  3  -  1 

High  prices  5  -  1 

Too  commercial  1  -  1 

Rude,  unfriendly  people  1  -•  1 

Not  enough  to  do  2-6 

Woul d  not  26-19 

Woul d  not  65-17 


3.82 

.90 

4.24 


%  =  actual  percent  associating  factor  with  Thailand 
+  =  difference  from  median  for  26  Pacific  destinations 

Source:  Pacific  Visitors  Survey 
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APPENDIX 

III 

Appendix  III 


SYDNEY,  AUSTRALIA 
LONG  TERM  WEATHER  CHARACTERISTICS 


Temperature  Preci ci tati on 

Rel .  Average  Days 


Month 

Average 
Max.  Min. 

Extreme 
Max.  Min. 

Hum. 

a) 

Monthly 

Fall- Inches 

0.1  Inch 
or  More 

January 

78 

65 

114 

51 

64 

4 

14 

February 

78 

65 

108 

49 

65 

4 

1  3 

March 

76 

63 

103 

49 

65 

5 

14 

Apri  1 

71 

58 

91 

45 

64 

5 

14 

May 

66 

52 

86 

40 

63 

5 

1  3 

June 

61 

48 

80 

36 

62 

5 

12 

July 

60 

46 

78 

36 

60 

5 

1  2 

August 

63 

48 

82 

37 

56 

3 

11 

September 

67 

51 

92 

41 

55 

3 

12 

October 

71 

56 

99 

42 

57 

3 

12 

November 

74 

60 

103 

46 

60 

3 

12 

December 

77 

63 

107 

48 

62 

3 

13 

Year 

70 

56 

114 

36 

61 

47 

1  52 

(1)  Measured  at  8:00  P.M. 
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Appendix  III 


SUVA  s  FIJI  ISLANDS 
LONG  TERM  WEATHER  CHARACTERISTICS 


Temperature  Precipitation 

Rel .  Average  Days 


Month 

Average 

Max.  Min. 

Extreme 
Max.  Min. 

Hum. 

ILL 

Monthly 

Fall- Inches 

0.1  Inch 
or  More 

January 

86 

74 

95 

67 

74 

11 

18 

February 

86 

74 

97 

67 

76 

11 

18 

March 

86 

74 

98 

66 

76 

15 

21 

April 

84 

73 

94 

61 

77 

12 

19 

May 

82 

71 

93 

61 

79 

10 

16 

June 

80 

69 

90 

58 

74 

7 

13 

July 

79 

68 

90 

55 

73 

5 

14 

August 

79 

68 

90 

57 

74 

8 

15 

September 

80 

69 

90 

57 

73 

8 

16 

October 

81 

70 

93 

57 

73 

8 

15 

November 

83 

71 

93 

55 

74 

10 

15 

December 

85 

73 

97 

62 

74 

1  3 

18 

Year 

83 

71 

98 

55 

75 

117 

108 

(1)  Measured  at  2:00  P.M. 
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WELLINGTON,  NEW  ZEALAND 
LONG  TERM  WEATHER  CHARACTERISTICS 


Temperat ure  Precipitation 

Rel .  Average  Days 


Month 

Average 

Max.  Min. 

Extreme 
Max.  Min. 

Hum. 

(1) 

Monthly 

F  a  1 1-1 nches 

0.1  Inch 
or  More 

J  anuary 

69 

56 

85 

39 

67 

3 

10 

February 

69 

56 

88 

41 

71 

3 

9 

March 

67 

54 

81 

39 

69 

3 

1 1 

April 

63 

51 

74 

36 

76 

4 

13 

May 

58 

47 

71 

32 

77 

5 

16 

June 

55 

44 

69 

30 

78 

5 

1  7 

July 

53 

42 

66 

29 

76 

5 

18 

August 

54 

43 

66 

29 

74 

5 

1  7 

September 

57 

46 

69 

31 

75 

4 

15 

October 

60 

48 

75 

34 

74 

4 

14 

November 

63 

50 

81 

36 

69 

4 

13 

December 

67 

54 

83 

38 

69 

4 

12 

Year 

61 

49 

29 

73 

47 

47 

165 

(1)  Measured  at  3:00  P.M. 
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NASSAU,  BAHAMAS 
LONG  TERM  WEATHER  CHARACTERISTICS 


Temperature  Precipitation 

Rel .  Average  Days 


Month 

Average 

Max.  Min. 

Extreme 
Max.  Min. 

Hum. 

(i) 

Monthly 

Fa  11  -  Inches 

0.1  Inch 
or  More 

January 

77 

65 

85 

41 

64 

1 

6 

February 

77 

64 

86 

43 

62 

2 

5 

March 

79 

66 

88 

46 

64 

1 

5 

April 

81 

69 

91 

53 

65 

3 

6 

May 

84 

71 

92 

53 

65 

5 

9 

June 

87 

74 

94 

62 

68 

6 

12 

July 

88 

75 

94 

67 

69 

6 

14 

August 

89 

76 

94 

67 

70 

5 

14 

September 

88 

75 

92 

65 

73 

7 

15 

Octobe  r 

85 

73 

92 

54 

71 

7 

13 

November 

81 

70 

89 

49 

68 

3 

9 

December 

79 

67 

86 

45 

66 

1 

6 

Year 

83 

70 

94 

41 

67 

46 

114 

(1)  Measured  at  1:00  P.M. 
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PAPEETE,  TAHITI 
LONG  TERM  WEATHER  CHARACTERISTICS 


Temperature  Precipitation 

Rel .  Average  Days 


Month 

Ave 

Max. 

r*9e 

Min. 

Extreme 
Max.  Min. 

Hum. 

0) 

Monthly 

F a 1 1  -  I nches 

0.1  Inch 
or  More 

January 

89 

72 

95 

67 

77 

10 

16 

February 

89 

72 

92 

67 

77 

10 

16 

March 

89 

72 

92 

67 

78 

17 

17 

April 

89 

72 

92 

67 

78 

6 

10 

May 

87 

70 

91 

65 

78 

4 

10 

June 

86 

69 

90 

61 

79 

3 

8 

July 

86 

68 

89 

61 

77 

2 

5 

August 

86 

68 

86 

61 

78 

2 

6 

September 

86 

69 

87 

62 

76 

2 

6 

October 

87 

70 

89 

62 

76 

4 

9 

November 

88 

71 

90 

64 

77 

6 

13 

December 

88 

72 

91 

66 

78 

10 

14 

Year 

88 

70 

95 

61 

77 

64 

130 

(1)  Measured  at  4:00  P.M. 
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BRIDGETOWN,  BARBADOS,  BRITISH  WEST  INDIES 

LONG  TERM  WEATHER  CHARACTERISTICS 


Temperature  Precipitation 

Rel .  Average  Days 


Month 

Average 
Max.  Min. 

Extreme 
Max.  Min. 

Hum. 

d) 

Monthly 

Fal 1  -  I nches 

0.1  Inch 
or  More 

J  an u ary 

83 

70 

87 

61 

71 

3 

1  3 

February 

83 

69 

87 

61 

66 

1 

8 

March 

85 

70 

89 

62 

64 

1 

8 

April 

86 

72 

89 

64 

•  65 

1 

7 

May 

87 

73 

91 

66 

67 

2 

9 

June 

87 

74 

90 

67 

70 

4 

14 

July 

86 

74 

90 

68 

71 

6 

18 

Augus  t 

87 

74 

95 

69 

72 

6 

16 

September 

87 

74 

91 

67 

73 

7 

15 

October 

86 

73 

92 

67 

76 

7 

15 

November 

85 

73 

89 

66 

78 

8 

16 

December 

83 

71 

88 

64 

73 

4 

14 

Year 

85 

72 

95 

61 

71 

50 

153 

(!)  Measured  at  5:00  P.M. 
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SUMMARY  OF  THE  FINDINGS  OF  THE 


PACIFIC  VISITORS  SURVEY 


SURVEY  FINDINGS 


The  Major  survey  findings  follow: 

1.  Tourists  from  the  USA  to  the  Pacific,  to  Hawaii  and 
return  and  to  Eruope  -  are  generally  well  satisfied 
with  their  trips,  with  better  than  80%  of  each  group 
describing  the  experience  as  something  they  thoroughly 
enjoyed  and  would  like  to  repeat. 

2.  Factors  which  are  important  to  tourists  are  basically 
similar  whether  their  trip  is  to  the  Pacific,  Hawaii 
or  Europe.  Tourists  most  frequently  mention  "warm, 
friendly  people",  "comfortable  accommodations",  "beaut¬ 
iful  natural  scenery",  and  "reasonable  prices"  as  being 
"very  important"  to  them  for  visiting  the  places  they 
do.  All  of  these  are  cited  by  40%  or  more  of  the 
travellers  in  each  group  (with  the  single  exception  that 
only  36%  of  the  tourists  to  Europe  mentioned  "reasonable 
prices"  as  "very  important".)  Next  in  relative  importance 
are  "good  climate",  "beautiful  creations  of  man".  Lowest 
in  relative  appeal  are  "good  shopping",  "exotic  environ¬ 
ment",  "exceptional  recreational  facilities"  and  "histor¬ 
ical  or  family  ties". 

3.  Destinations  in  the  Pacific  area  as  a  whole  are  more 
closely  associated  by  returning  tourists  with  the  fore¬ 
going  sources  of  satisfaction  than  are  European  destinations. 
The  average  number  of  favorable  associations  per  visitor 

per  destination  was  3.1  for  all  Pacific  destinations 
combined  and  2.5  for  all  European  destinations. 

4.  However,  there  are  twice  as  many  negative  associations 
per  visitor  per  destination  in  the  Pacific  as  in  Europe  - 
1.0  vs.  0.5.  In  the  Pacific  they  centered  on  such  factors 
as  "dirt  and  poverty",  "high  cost  of  getting  there"  and 
"problems  with  language"  and  "not  enough  to  do  there". 

5.  Tourists  are  less  apt  to  recommend  or  want  to  revisit 
Pacific  destinations  than  European  ones.  Only  about  1  out 
of  6  (4  of  26)  destinations  visited  by  Pacific  tourists 
received  a  positive  (75%  or  more)  "revisit/recommend" 
rating.  The  comparable  figure  for  European  destinations 
was  approxi mately  2  out  of  3  (13  of  18).  Conversely  there 
are  six  Pacific  destinations  where  less  than  50%  of  the 
tourists  would  revisit  or  recommend  compared  with  none  in 
Europe . 
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6.  Tourists  have  definite  favorable  and  unfavorable  impressions 
of  the  places  they  have  visited,  which  vary  sharply  from 
place  to  place.  The  most  favorably  rated  Pacific  destina¬ 
tions  according  to  actual  tourists  are  Aus  tral i a  ,  Hawai i  , 
Hong  Kong ,  Japan ,  New  Zeal  and  and  Thailand.  On  the  other 
hand,  certain  currently  popular  Pacific  destinations,  e.g., 
India,  the  Philippines  and  Singapore  appear  vulnerable  to 
loss  of  popularity  unless  certain  unfavorable  conditions 

are  changed  and/or  different  promotional  appeals  are  used. 

7.  The  Pacific  is  second  to  Europe  as  the  area  of  the  world 
which  tourists  most  want  to  visit  -  or  revisit.  But,  it 
is  comparable  to  Europe  among  tourists  who  have  been  to 
both  Pacific  and  European  destinations,  with  43%  wanting 
to  revisit  the  Pacific  next  and  40%  wanting  to  go  back 
to  Europe.  It  must  be  kept  in  mind  that  this  is  a 
relatively  small  group.  However,  among  the  larger  number 
who  have  been  to  one  area  but  not  to  the  other,  i.e., 

Europe  but  not  Pacific  or  Pacific  but  not  Europe,  Europe 
leads  the  Pacific  as  the  preferred  next  destination  by 
relatively  wide  margins,  22  and  14  percentage  points 
respectively. 

8.  The  major  sources  of  assistance  in  selecting  places  to 
visit  on  Pacific  trips  are  the  advice  of  travel  agents, 
mentioned  by  44%  and  the  recommendations  of  friends  and 
relatives  by  42%.  In  the  case  of  European  destinations 
"previous  experience"  leads,  mentioned  by  44%,  followed 
by  "recommendations  of  f ri ends / rel ati ves "  and  "advice 
of  travel  agents".  Travel  literature  and  promotion  in 
general,  e.g.,  articles,  slides,  films,  tourist  and 
carrier  offices,  advertising  play  a  more  important  role 
with  Pacific  (&  Hawaii)  tourists  than  with  European  due 
no  doubt  to  the  lower  "previous  experience"  factor. 

9.  Pacific  tourists  are  experienced  travellers  -  40%  have 
been  to  the  Pacific  more  than  once,  70%  have  been  to 
Europe  (as  a  tourist)  41%  to  the  Caribbean,  35%  to  the 
Middle  East. 

10.  Tourists  on  Pacific  trips  are  considerably  more  likely 
to  be  travelling  alone  than  are  those  to  Hawaii  or 
Europe.  The  actual  figures  are  43%,  24%  and  34% 
respect i vel y . 

11.  Current  pleasure  travellers  to  the  Pacific  beyond  Hawaii 
are  for  the  most  part  elderly,  higher  educated,  well-to- 
do  and  residents  of  the  Far  West.  However,  likely 
future  Pacific  tourists  are  more  apt  to  be  younger, 
slightly  lower  income  and  less  well  educated,  from  the 
eastern  and  central  sections  of  the  USA  -  and  less  apt  to 
be  reti red . 
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PACIFIC  AIR-ROUTE  EXPANSION  DEFLATED 


NEW  ECONOMIC  DATA  developed  by  Assistant  Transportation 
Secretary  Paul  Cherington  laid  the  foundation  for  a 
sharply  revised  final  verdict  from  the  White  House  last 
week  on  the  long-disputed  t rans - paci f i c  airlines  route 
case . 

President  Nixon  reduced  the  scope  of  the  Civil  Aeronaut¬ 
ics  Board's  pi ans-essenti al ly  aproved  by  the  Johnson 
Admi ni strati  on- for  heightening  competition  in  the 

Pacific.  Heeding  Cherington's  advice,  Nixon  turned  down 
some  recommended  new  authority  for  Pan  American  World 
Airways  and  Northwest  Airlines,  and  cancelled  key  inter¬ 
national  awards  to  Continental  Air  Lines  and  Braniff  Air¬ 
ways.  But  Trans  World  Airlines  does  get  to  close  the  gap 
between  Hong  Kong  and  Los  Angeles  in  its  otherwise  global 
routes,  and  Flying  Tiger  Line  keeps  new  international 
awards  approved  last  year.  Pan  Am  and  Northwest  remain  the 
only  U.  S.  passenger  carriers  to  Japan. 

Braniff  loses  a  crack  at  Hawaii  via  Mexico.  Continental 
is  shut  out  as  competitor  to  Pan  Am  on  the  promising  South 
Pacific  run  to  Australia  and  New  Zealand.  The  White  House 
objected  to  Continental's  plans  to  fly  from  West  Coast 
terminals.  It  asked  CAB  recommendation  of  new  carrier  to 
serve  from  Eastern  and  Midwestern  terminals.  A  CAB  exam¬ 
iner  earlier  in  the  case  proposed  such  service,  for 
Eastern  Air  Lines. 

FEAR  OF  RETALIATION.  Cherington  recommended  slimmer  pick¬ 
ings  for  U.  S.  airlines  after  finding  that  CAB  forecasts 
for  Pacific  traffic  were  excessive  by  as  much  as  one-third. 
A  White  House  official  said  the  Johnson  Administration's 
version  would  have  resulted  in  "inflated  route  awards  lack¬ 
ing  in  economic  viability."  Nixon  feared  this  might  lead 
to  tough  retaliatory  measures  abroad,  particularly  from 
Japan . 

Loser  Continental  this  week  brought  suit  in  the  U.  S.  Court 
of  Appeals  in  Washington,  charging  that  President  Nixon 
intervened  illegally  in  overruling  the  CAB  decision  approv¬ 
ed  by  President  Johnson.  If  Continental  follows  this  with 
a  request  for  a  stay  of  board  action,  first  flights  under 
the  new  authority  might  be  further  delayed. 


Source:  Business  Week ,  April  19,  1969. 

See  also:  "Routes  that  lead  to  meroer" ,  Business 
Week ,  July  26  ,  1  969. 
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VERTICAL  INTEGRATION 


Vertical  integration  is  a  form  of  business  organization  by 
means  of  which  a  single  business  entity  or  concern  operates 
processes  or  functions  of  two  or  more  stages  of  distribution 
or  production. 

A  manufacturer  of  a  product  or  of  a  range  of  products  who 
operates  wholesale  and/or  retail  outlets  through  which  his 
products  are  sold  to  intermediaries  or  to  consumers  is  thus 
vertically  integrated.  The  same  manufacturer,  if  he  were 
to  operate  farms,  mines  or  wells  from  which  his  raw  materials 
were  derived,  would  be  further  integrated  in  a  vertical 
direction  (in  this  case  toward  the  source  of  supply). 

Complete  vertical  integration  would  therefore  be  control 
under  a  single  business  entity  of  all  steps  from  earliest 
primary  production  of  raw  materials  required  for  a  particular 
product  through  to  the  placing  of  the  finished  product  in  the 
hands  of  its  ultimate  consumers.  Examples  of  virtually 
complete  vertical  integration  may  be  found  in  the  large  oil 
companies  which  produce  petroleum  and  operate  refineries, 
pipelines,  bulk  tank  stations,  and  retail  filling  stations? -j 

Vertical  integration  in  the  travel  industry  is  now  emerging 


1  Paul  D.  Converse,  Harvey  W.  Huegy  and  Robert  V.  Mitchell, 
Elements  of  Marketing  (Englewood  Cliffs:  Prentice-Hall, 
Tnc7]  1  9  58),  p*p"!  1  20  -  1  25.  The  discussion  by  Converse 
et  al  of  vertical  integration,  its  advantages  disadvan¬ 
tages  and  limitations  is  one  of  the  most  complete  which 
the  author  found  in  current  literature. 
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in  many  locations.  In  Hawaii,  it  is  noted  that  air  lines 
(some  of  which  do  not  yet  serve  the  state)  are,  in  combina¬ 
tion  with  other  interests,  developing  hotel  properties  which 
they  will  subsequently  operate.  Elsewhere,  tour  organizations 
such  as  A.I.T.S.  are  emerging.  Such  organizations  commonly 
integrate  the  functions  of  the  retail  travel  agent,  the 
wholesale  travel  agent,  the  carrier  and,  most  recently,  the 
hotel  and  resort  operator. 
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